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IN THE COURT OF CHANCERY OF THE STATE OF DELAWARE 




CONSOL. C.A. NO. 11204-VCG 
EXPERT REPORT OF DANIEL R. FISCHEL  
January 11, 2017 
HIGHLY CONFIDENTIAL 
I. QUALIFICATIONS
1. I am President of Compass Lexecon, a consulting firm that specializes
in the application of economics to a variety of legal and regulatory issues.  I am 
also the Lee and Brena Freeman Professor of Law and Business Emeritus at The 
University of Chicago Law School.  I served previously as Dean of The University 
of Chicago Law School, Director of the Law and Economics Program at The 
University of Chicago, and as Professor of Law and Business at The University of 
Chicago Graduate School of Business, the Kellogg School of Management at 
Northwestern University, and at the Northwestern University Law School. 
2. Both my research and my teaching have concerned the economics of
corporate law and financial markets.  I have published approximately fifty articles 
in leading legal and economics journals and am coauthor, with Judge Frank 
Easterbrook of the Seventh Circuit Court of Appeals, of the book The Economic 
2 
Highly Confidential 
Structure of Corporate Law (Harvard University Press).  Courts of all levels, 
including the Supreme Court of the United States, have cited my articles as 
authoritative.  My curriculum vitae, which contains a list of my publications, is 
attached hereto as Appendix A. 
3. I have served as a consultant or advisor on economic issues to, among
others, the United States Department of Justice, the United States Securities and 
Exchange Commission, the National Association of Securities Dealers, the New 
York Stock Exchange, the Chicago Board of Trade, the Chicago Board Options 
Exchange, the Chicago Mercantile Exchange, the New York Mercantile Exchange, 
the United States Department of Labor, the Federal Deposit Insurance Corporation, 
the Resolution Trust Corporation, the Federal Housing Finance Agency, and the 
Federal Trade Commission. 
4. I am a member of the American Economic Association and the
American Finance Association.  I am also a member of the Board of Governors of 
the Becker Friedman Institute at the University of Chicago.  I am a former Advisor 
to the Corporate Governance Project at Harvard University, a former member of 
the Board of Directors of the Center for the Study of the Economy and the State at 
The University of Chicago, and former Chairman of the American Association of 
Law Schools’ Section on Law and Economics.  I have testified as an expert witness 
in multiple proceedings in federal and state courts across the country, as detailed in 







A. Overview of AOL 
5.   AOL Inc. (“AOL”) is a media technology company founded in 1985 
serving consumers, advertisers, publishers, and subscribers.1  In 2001 the company 
merged with Time Warner Inc., but later was spun off into an independent, 
publicly-traded company in December 2009.2   
6. When it was spun off from Time Warner, AOL generated the bulk of 
its business by offering products such as AOL Mail to subscribers.3  Since that 
time, the company has sought to grow its non-subscriber-based businesses through 
acquisitions such as The Huffington Post in 2011 and Adap.tv in 2013, with the 
goal of “attracting and engaging internet consumers by creating high quality 
content, products and services at scale and providing valuable online advertising 
services on both…owned and operated properties and third-party websites.”4  
Since 2012, AOL has classified its business for reporting purposes into Platforms, 
Brands, and Membership segments.5        
                                                            
1. See AOL Inc. Form 10-K for the fiscal year ended December 31, 2014 (“AOL 2014 10-
K”) at 2.  
2. See AOL 2014 10-K at 2.  Time Warner officially completed the spin-off of AOL on 
December 9, 2009.  Press Release, Time Warner, Time Warner Inc. Completes Spin-off of 
AOL Inc., December 10, 2009. 
3. See AOL Form 10-K for the fiscal year ended December 31, 2012 (“AOL 2012 10-K”) at 
46. 
4. AOL Form 10-K for the fiscal year ended December 31, 2011 (“AOL 2011 10-K”) at 2, 
33; AOL Form 10-K for the fiscal year ended December 31, 2013 (“AOL 2013 10-K”) at 
6.   
5. See AOL 2012 10-K at 2.  The Platforms segment was known as AOL Networks until 





7. AOL’s three segments operate in three very different industries.  The 
Platforms segment “consists of interconnected programmatic (automated) and 
premium advertising offerings and technologies that advertisers and publishers use 
to reach consumers across all devices (i.e. desktop, mobile and television).”6  The 
Brands segment “seeks to be a leading publisher of relevant and engaging online 
content and a provider of engaging online consumer products and services, by 
utilizing highly scalable publishing platforms and content management systems.”7  
The Brands segment offers branded content websites such as AOL.com, The 
Huffington Post, TechCrunch and MapQuest, and generates revenues primarily 
through display advertising (including video) and search advertising.8  AOL’s 
Membership segment “consists of offerings that serve AOL’s registered account 
holders, both free and paid. The results for this segment include AOL’s 
subscription offerings and advertising offerings on Membership Group properties, 
including communications products such as AOL Mail and AIM, as well as from 
performance compensation for marketing third party products and services.”9      
8. Traditionally most of AOL’s profitability has come from the 
Membership segment.10  However, both AOL and analysts agree that the 
                                                            
6. AOL 2014 10-K at 3. 
7. AOL 2014 10-K at 3.     
8. See AOL 2014 10-K at 3.     
9. AOL 2012 10-K at 2.   
10. From 2010 to 2014, AOL’s Membership segment adjusted OIBDA was 97.3% , 114.1%, 
104.2%, 95.9% and 88.5% of total adjusted OIBDA (Brands + Membership + Platforms, 
with Corporate excluded). See AOL 2012 10-K at 100; AOL 2013 10-K at 100; AOL 
2014 10-K at 110.  I understand AOL used the financial metric Operating Income Before 
Depreciation and Amortization (“OIBDA”) or Adjusted OIBDA (“AOIBDA”) rather 
than Earnings Before Interest, Taxes, Depreciation and Amortization (“EBITDA”) in its 






Membership business is declining, and would likely not be a sustainable source of 
profit in the long-term.11  Analysts considered the Platforms and Brands segments 
to be the long-term future of the firm but noted challenges in both segments, with 
Platforms described as operating within an increasingly competitive and 
commoditized environment and growth in the Brands segment described as not 
being steady or predictable.12  Exhibit A provides examples of analyst commentary 






before depreciation and amortization excluding the impact of restructuring costs, non-
cash equity-based compensation, gains and losses on all disposals of assets, non-cash 
asset impairments and write-offs and special items.”  See AOL Inc. Schedule 14D-9 filed 
May 26, 2015 (“14D-9”) at 30.  AOL further considers AOIBDA to be equivalent to 
“EBITDA as adjusted for one-time, non-recurring items and before stock-based 
compensation expense.”  14D-9 at 26, 30.  Throughout this report, I use the term 
EBITDA instead of AOIBDA and OIBDA, and define EBITDA in the same way as AOL 
defined AOIBDA.  
11. See, e.g., AOL 2014 10-K at 11 (“Although our subscription revenues have declined and 
are expected to continue to decline, we believe that our subscription revenues generated 
by the Membership Group will continue to remain an important source of revenue, 
operating income and cash flow in the near term”); Goldman Sachs, 1Q Ad Tech 
Preview; Downgrading AOL to Sell, May 5, 2015 (“In 2014, AOL generated 110% of its 
adjusted OIBDA from the membership group which includes access and subscription 
products, which has been and we expect continues as a declining business”).  See Exhibit 
A for additional analyst commentary. 
12. See, e.g., Credit Suisse, Benefit From Programmatic Tailwinds Continue, May 8, 2015 
(“[We are] uncertain that AOL can maintain let alone expand margins longer-term in 
what is increasingly viewed as a commoditized ad-tech environment”); Goldman Sachs, 
Core challenges remain, search and membership drive 1Q upside, May 8, 2015 (“While 
revenue upside was driven by the Brand group…the company is increasingly benefitting 
from search arbitrage…which has proven unsustainable at other companies”); Cantor 
Fitzgerald, Jockeying for Position in Programmatic/Mechanized World; Maintain BUY, 
May 8, 2015 (“[M]uch work remains to get to a smooth, predictable Y/Y growth pattern, 





B. Public Speculation and Discussions Regarding Potential Strategic 
Transactions 
9. Since the spinoff from Time Warner, I understand that AOL had 
engaged in, and been publicly rumored to be involved in, discussions regarding 
major strategic transactions, including acquiring or being acquired by major 
internet companies.  See Exhibits B and C.  I understand that private equity firm 
Silver Lake entered into preliminary discussions with AOL as early as November 
2013 and entered into a non-disclosure agreement with AOL about that time.13  
Silver Lake’s interest continued in 2014, with the firm meeting with AOL 
representatives and requesting and receiving due diligence information.14  I 
understand that discussions continued into June 2014 and that eventually, Silver 
Lake decided not to make an offer to acquire AOL. 
10. Shortly thereafter, in July 2014, public speculation of a potential 
AOL-Yahoo merger began when Yahoo reported disappointing second-quarter 
earnings.15  The rumor was revisited on September 18, 2014, when an analyst 
                                                            
13. See, e.g., ALLEN_00030846-47 at 46.   
14. See, e.g., AOL-QP 00709138-39; AOL-QP 00331840-42 at 40. 
15. See, e.g., Kaja Whitehouse, 3 Reasons for a Yahoo!-AOL Deal, New York Post, July 16, 
2014 (“Yahoo!’s disappointing second-quarter results could lead Wall Street to once 
again press CEO Marissa Mayer on the sore subject of a hookup with [CEO] Tim 
Armstrong’s AOL…. Wall Street is notoriously impatient, especially after having waited 
two years for a turnaround. They could start agitating for a quick fix - like buying AOL.  
Mayer was spotted having a long chat with Armstrong at last week’s tech and media 
mogul meetup in Sun Valley, Idaho - reigniting chatter of a merger”). There had been 
earlier rumors of a Yahoo-AOL merger as far back as 2010.  See, e.g., YOU’VE GOT 
ALE! AOL and Yahoo! Bigs Go Till Last Call, New York Post, July 12, 2014 (“A 
Yahoo!-AOL merger has been rumored for years, including reports in 2010 that [AOL 
CEO Tim] Armstrong talked with then-Yahoo! CEO Carol Bartz”).  The reports from 
2010 discussed AOL acquiring Yahoo.  See, e.g., Jessica E. Vascellaro and Anupreeta 






report from BGC Financial suggested that AOL would be a “tempting target” for 
Yahoo.16  A week later, the rumor intensified when, on September 26, 2014, 
Starboard Value LP (“Starboard”) announced it had acquired a significant stake in 
Yahoo and delivered a letter to Yahoo CEO Marissa Mayer urging Yahoo to merge 
with AOL.17  Starboard’s push for Yahoo to acquire AOL continued to receive 
sporadic mention in the press for some months after the announcement of the 
Starboard letter.18  AOL subsequently evaluated various transaction structures and 
preliminary financial analyses of the combined company.19  I understand that 
                                                                                                                                                                                               
 (cont’d) 
See Exhibit C for additional examples of rumors of an AOL-Yahoo merger. 
16. See BGC Financial, AOL OPTIONS – POSITION FOR A POSSIBLE AOL AND YAHOO 
TIE-UP, September 18, 2014 (“Investors may seek to have upside exposure to shares of 
AOL for two reasons, 1) the company is heading into the seasonally stronger December 
quarter and 2) post the Alibaba IPO, there is a possibility that Yahoo may seek to deploy 
its cash by pursuing AOL as an acquisition target. While AOL may not seem like a flashy 
target, there is considerable overlap between the two businesses that may make a tie-up 
compelling. Using Bloomberg consensus 2015 revenue estimates of $4.4B for Yahoo and 
$2.8B for AOL, acquiring AOL could accelerate Yahoo’s revenue by over 60%. With a 
market capitalization of $3.3B, AOL may prove to be a tempting target”).  
17. See, e.g., Alexei Oreskovic, Activist Investor Takes Stake in Yahoo, Urges AOL 
Combination, Reuters News, September 26, 2014 (“Activist investor Starboard Value LP 
said on Friday it has acquired a significant stake in Yahoo Inc. and urged the struggling 
Internet company to cut costs, monetize its Asian assets and seek a ‘strategic 
combination’ with AOL Inc.”); Starboard Delivers Letter to CEO and Board of Directors 
of Yahoo! Inc., PR Newswire, September 26, 2014.  
18. See, e.g., Starboard Reiterates Yahoo Should Combine with AOL, Reuters, January 8, 
2015 (“Activist-investor Starboard Value LP has reiterated that Yahoo Inc (YHOO.O) 
should consider a merger with AOL Inc AOL.N and cut costs to improve profits, spurred 
by media reports that Yahoo is exploring other large-scale acquisitions”); Starboard 
Delivers Letter to CEO and Board of Directors of Yahoo! Inc., PR Newswire, January 8, 
2015 (“Further, we continue to believe that Yahoo must significantly reduce costs to 
improve profitability in its core business and should be considering a combination with 
AOL”).  I understand Starboard dropped its demand for Yahoo to merge with AOL on 
March 10, 2015.  See, e.g., Richard Morgan, Starboard ‘Lists’ to Yahoo!, Drops AOL 
Push, New York Post, March 10, 2015. 





during this period, AOL was also discussing a potential partnership around Search 
with Yahoo.20  Exhibit C lists selected comments from 2010-early 2015 regarding 
public rumors of AOL as a potential acquisition target for Yahoo and other firms.   
 
C. AOL’s Investigation of Strategic Transactions 
11. I understand that AOL regularly reviewed strategic alternatives.21  In 
March 2014, AOL’s management recommended to the AOL Board of Directors 
(“Board”) that the company begin “evaluating strategic alternatives to maximize 
shareholder value,” including a strategy of limited acquisition, a strategy involving 
“significantly boost[ing] organic and M&A investments,” and a strategy involving 
spinning off or selling one or more of AOL’s businesses.22   
                                                            
20. See, e.g., AOL00213375-77 at 77; AOL00273189-90 at 89. 
21. For example, I understand that in January 2014, financial advisor Goldman Sachs 
prepared a list of potential strategic partners for AOL.  See, e.g., AOL00206640; 
AOL00206641-51 at 42. 
22. AOL00269913-44 at 16, 34.  Management publicly discussed its strategy of engaging in 
strategic partnerships and acquisitions in 2014.  See, e.g., AOL Inc. FQ1 2014 Earnings 
Call Transcript, May 7, 2014 (“The strategy summary is that we are consistently building 
the best media and technology company we can, and we have precise areas we see as 
opportunities, and we are pursuing those opportunities methodically and deliberately. We 
are also building a company that is a great partnership company, and that is a strategic 
advantage.  We want to work with everyone we can help and everyone who can help 
us”); (“So our strategy there is to be a leader in that platform business.  That’s what the 
Convertro acquisition’s about.  That’s what Adap.tv was about. It’s about the organic 
things we built in AOP and MARKETPLACE. So that side of the barbell will continue to 
get investments. On the marketing services side, which is essentially the brand side of the 
barbell….[Our strategy] is to take our strongest brands and to expand them at a global 
basis on top of platforms like video and mobile and those things.  And then the second 
piece of it is we’re also getting to be a very, very good company at the partnership side of 
marketing services.  So if you look at the ESPN deal in particular, some of the bigger 
content deals we’ve done, we’ve been able to use our marketing services area to give 





12.  In June 2014 members of Verizon Communications Inc. (“Verizon”) 
management contacted AOL’s CEO Tim Armstrong to “to discuss potential 
collaborative opportunities between the companies.”23  Discussions focused on 
potential transactions such as a joint venture or commercial partnership continued 
between the two companies throughout the rest of 2014 with the companies 
entering into a confidentiality agreement on November 25, 2014.24  On January 5, 
2015, news of these discussions leaked, with Bloomberg reporting “Verizon 
Communications Inc. is exploring a potential acquisition or joint venture with AOL 
Inc. to help it expand mobile-video offerings,” but Verizon CEO Lowell McAdam 
stated that “[Verizon wasn’t] having ‘significant acquisition discussions’ and [was] 
more interested in partnerships with media companies and content providers, rather 
than buying them.”25  I understand that on or around April 8, 2015 the two 
companies began discussing the possibility of Verizon acquiring 100% of AOL.26 
13. AOL’s 14D-9 provides details of discussions that AOL had with three 
other companies regarding a potential transaction while in discussions with 
Verizon.  On December 9, 2014, AOL met with Comcast which later signed a 
                                                            
23. 14D-9 at 13.  At the time, Verizon described itself as “one of the world’s leading 
providers of communications, information and entertainment products and services to 
consumers, businesses and governmental agencies.” Verizon Communications Inc.  Form 
10-K for the fiscal year ending December 31, 2014 at 3. 
24. See 14D-9 at 13. 
25. Alex Sherman and Scott Moritz, Verizon Said to Approach AOL for Possible Takeover, 
Venture, Bloomberg News, January 5, 2015.  I understand that AOL declined to comment 
on the report.  Wells Fargo, AOL: Reported To Be Approached By VZ, January 6, 2015 
(“[N]either company has released any formal acknowledgement that discussions are 
taking place”); Is Verizon interested in buying AOL? The Kansas City Star, January 6, 
2015 (“Neither Verizon nor AOL would comment on the acquisition speculation”). 





confidentiality agreement on April 8, 2015 to discuss a potential strategic 
transaction.27  On February 26, 2015, Fox approached AOL expressing interest in 
its Platforms and Brands segments, and signed a confidentiality agreement on 
March 9, 2015.28  In March 2015, the private equity firm General Atlantic 
contacted AOL and in early May 2015, a consortium involving General Atlantic 
(“the Consortium”) made a preliminary, non-binding statement of interest to AOL 
in acquiring a 51% ownership stake in Huffington Post.29   
14. On May 8, 2015, Verizon presented a member of AOL management 
with a proposed $47 per share price for 100% acquisition of AOL.30  After further 
negotiations, Verizon increased its proposal to $50 per share and informed AOL 
that “there was no further room for negotiation with respect to the offer price and 
that if this price was not of interest, Verizon was prepared to withdraw its offer.”31  
Verizon submitted its offer of $50 per share in writing to the Board.32  On May 9, 
2015, in response to a further request from AOL to increase its offer, Verizon 
informed AOL that “there was no further room for negotiation with respect to the 
offer price.”33  On May 11, 2015, the Board reviewed the transaction details, 
decided that the $50 per share offer price “was fair, from a financial point of view” 
                                                            
27. See 14D-9 at 14, 16.  I understand that Comcast was the firm referred to in the 14D-9 as 
“Company A.” 
28. See 14D-9 at 15.  I understand that Fox was the firm referred to in the 14D-9 as 
“Company B.” 
29. See 14D-9 at 15, 18;AOL00473978-84 at 83-84.  I understand that General Atlantic was 
the company referred to in the 14D-9 as “Company C.” 
30. See 14D-9 at 18.   
31. See 14D-9 at 18. 
32. See 14D-9 at 18. 





to AOL stockholders and “that the proposed transaction with Verizon was advisable 
to and in the best interests of the Company and its stockholders,” and unanimously 
agreed to approve the merger (the “Transaction”).34  On May 12, 2015, Verizon 
issued a press release, which AOL posted on its website, announcing the signing of 
an agreement (the “Merger Agreement”) to purchase AOL for $50 per share, for an 
estimated total value of approximately $4.4 billion.35  The Transaction structure 
was in the form of a tender offer under Section 251(h) of the Delaware General 
Corporation Law (the “DGCL”).36  On June 23, 2015, the Transaction closed, and 
AOL stockholders received total consideration of $50.00 in cash for each common 
share of AOL (the “Merger Consideration” or the “$50 Merger Consideration”).37 
 
III. ASSIGNMENT AND SUMMARY OF OPINIONS 
 
 15. I have been asked to opine on the fair value, as the term is used in 
Section 262 of the DGCL, of Petitioners’ shares of AOL as of June 23, 2015 (the 
                                                            
34. 14D-9 at 19.  AOL was advised by Allen and Company (“Allen”) who issued an opinion 
that the $50 Merger Consideration “to be received in the Transaction by holders of AOL 
Common Stock (other than Verizon, Acquisition Sub and their respective affiliates) is 
fair, from a financial point of view, to such holders.”  14D-9 at A-4. 
35. See AOL Form 8-K dated May 12, 2015; see also Press Release, Verizon, Verizon to 
Acquire AOL, May 12, 2015. 
36. See 14D-9 at 1, 41.  I understand that Section 251(h) of the DGCL permits an acquirer to 
merge with a target by making a tender offer for the target company’s stock and then 
consummating a short-form merger immediately following the expiration of the tender 
offer without the additional requirement of a stockholder vote or proxy filings with the 
SEC, provided that the acquirer obtained a majority of the company’s voting stock in the 
tender offer.  Prior to the adoption of Section 251(h), an acquirer was only able to 
proceed with a short-form merger following a tender offer if it had obtained 90% of the 
target company’s voting stock. 





“Valuation Date”).38  Based upon my review and analysis of the contemporaneous 
market evidence, and on my experience and expertise, I have concluded that the 
Merger Consideration of $50.00 is the maximum fair value of Petitioners’ shares of 
AOL as of the Valuation Date.  The $50 Merger Consideration represents 
maximum fair value rather than fair value because it includes some portion of 
estimated synergies and other benefits accruing to a strategic purchaser which 
represent value created by the transaction dissented from and which I understand 
must therefore be excluded from the calculation of fair value under the Delaware 
appraisal statute.  
16. I conducted a Discounted Cash Flow (“DCF”) analysis which 
produced a value of $44.85 per share.  In my opinion, this $44.85 per share value is 
the best estimate of the fair value of AOL’s shares under the Delaware appraisal 
statute.  This conclusion is supported by the proximity of the DCF value to my 
calculation of the Merger Consideration net of estimated synergies, the unaffected 
market price for AOL shares, and the median discounted 12-month target price 
reported by analysts covering AOL.  
17. In performing this work, I was assisted by Compass Lexecon 
personnel working under my supervision.39  A list of materials I have relied upon in 
connection with the preparation of this report is attached as Appendix B.   
                                                            
38. See, e.g., Brigade Leveraged Capital Structures Fund Ltd., et al. v. AOL Inc., Petition for 
Appraisal of Stock filed June 25, 2015 (“Pursuant to Section 262 of the General 
Corporation Law of the State of Delaware… [Petitioners] hereby petition the Court of 
Chancery for a determination of fair value of shares of common stock of AOL Inc.”). 
39. Compass Lexecon bills for professional services at hourly rates, and also charges fees for 
the use of its computer and databases.  My hourly rate is $1,500, while those of my 






IV. MARKET EVIDENCE REGARDING THE VALUE OF AOL  
 
A. Pre-Transaction Market Evidence 
18. As discussed, AOL was publicly traded since its spinoff from Time 
Warner in 2009.  In the year prior to the announcement date for the Transaction, 
AOL’s price closed within a range between $35.92 (on June 5, 2014) and $49.62 
(on January 8, 2015 following public speculation of a potential transaction40), with 
an average closing share price of $41.75.  In the three months prior to the 
announcement date, AOL’s price closed within a range between $38.45 (on April 1, 
2015) and $43.42 (immediately following the May 8, 2015 announcement of 
earnings), with an average closing share price of $40.15.  AOL’s share prices 
closed at $42.59 on May 11, 2015, immediately prior to the announcement of the 
Transaction.  See Exhibit D.  The fact that the trading price of AOL shares prior to 
the announcement of the Transaction was less than the $50 Merger Consideration 
is consistent with $50 representing the maximum fair value for Petitioners’ shares. 
19. Pre-announcement expectations of analysts covering AOL are also 
consistent with the $50 Merger Consideration reflecting the maximum fair value 
                                                                                                                                                                                               
 (cont’d) 
contingent on the findings of this report or the outcome of this litigation. 
40. AOL’s stock price rose on January 6, 2015 in response to speculation of a possible 
acquisition or partnership with Verizon.  It then rose again on January 8, 2015 in 
response to news that Starboard had reiterated that “Yahoo Inc should consider a merger 
with AOL Inc.”  See, e.g., Caroline Valetkevitch, Wall Street Ends Down Fifth Session; 
Oil Prices Fall Further, Reuters News, January 6, 2015 (“Among gainers, AOL Inc 
<AOL.N> shares rose 3.4 percent to $46.25 a day after a report that Verizon 
Communications <VZ.N> approached AOL about a potential acquisition or joint 
venture”); UPDATE 1-Starboard Reiterates Yahoo Should Combine with AOL, Reuters 





for AOL shares.  Exhibit E shows 12-month price targets reported by these analysts 
between the May 8, 2015 earnings announcement and May 11, 2015, the day 
before the announcement of the Transaction.  As the exhibit shows, the median 12-
month price target prior to the announcement of the Transaction was $47 and only 
five of 19 analysts had a 12-month price target projecting AOL’s share price to 
increase above the Merger Consideration within one year.41  Discounting the price 
targets back one year at a cost of equity of 10.5% yields a median value of $42.53.  
Moreover, only three of the discounted price targets yield a value greater than the 
Merger Consideration of $50 and eleven are lower than the firm’s pre-
announcement trading price of $42.59.42  The fact that the 12-month analyst price 
targets are generally lower than the $50 Merger Consideration is also consistent 
with $50 representing the maximum fair value for Petitioners’ shares in AOL.  
 
B. Transaction-Related Market Evidence 
 
Pre-Transaction Competition 
20. As I discussed supra, rumors involving AOL potentially being 
acquired or involved in a major strategic transaction had been discussed by media 
and industry analysts repeatedly since 2010.  AOL itself noted that “the Company 
                                                            
41. One analyst, Trefis, does not report a 12-month price target but rather a $42.68 estimate 
of “the intrinsic value of a company’s present stock price.” Trefis, Analysis for NYSE : 
AOL, May 11, 2015; https://www.trefis.com/faq (last accessed January 10, 2017).  As 
such, Trefis’ price estimate is not included in the calculation of median price target in 
Exhibit E and its estimate is not discounted. 
42. See Exhibit H infra for calculation of AOL’s cost of equity.  This result is robust to the 
selected cost of equity; a cost of equity lower than 4% is required to bring a fourth price 





and its representatives [were] routinely approached by other companies and their 
representatives regarding possible transactions.”43  As discussed supra and detailed 
below, during the period when AOL and Verizon were discussing a potential 
transaction, including the period prior to discussions regarding the Transaction, 
Fox, Comcast, and General Atlantic all engaged in discussions with AOL regarding 
various of AOL’s assets including assets within each of the Membership, Brands, 
and Platforms segments.   
21. On December 9, 2014, Comcast and AOL had preliminary discussions 
regarding a potential transaction.44  Discussions with Comcast included 
partnerships impacting all three of AOL’s segments, with one option described in 
an internal AOL document as “likely includ[ing] an equity investment” by 
Comcast.45  Internal AOL reports on March 13 and March 20 noted that the firms 
were “[c]ontinuing to explore [an] equity-based Comcast transaction,” and that 
“commercial terms related to NBCU content” were being discussed, but by April 3, 
AOL had deprioritized a potential deal with Comcast.46  As discussed supra, AOL 
entered into a confidentiality agreement with Comcast on April 8, 2015, but 
following a “brief follow-up discussion” on April 10, 2015, was informed that 
Comcast was “not prepared to proceed with a transaction” at that time.47 
                                                            
43. 14D-9 at 13. 
44. See 14D-9 at 14. 
45. AOL00212114 at slides 4, 6.  The discussed transaction included all listed aspects of the 
Brands segment, all listed aspects of the Platforms segment except for “Mobile,” and the 
“Subs” portion of the Core segment.  Id. 
46. AOL00272464-65; AOL00211713; AOL00211617. 





22. On February 26, 2015, Fox approached AOL regarding a potential 
transaction.48  Initial discussions centered on both Content and Traffic assets within 
the Brands segment and Inventory, Video, and “Linear TV” assets within the 
Platforms segment.49  Following the March 9, 2015 signing of a confidentiality 
agreement, Fox and AOL held discussions “with a focus on [AOL’s] platforms 
business.”50  AOL “Deal Deep Dives” from March 15 and March 29 noted that 
“[d]iscussions are still in the exploration stage,” and that “[Fox] has indicated an 
interest in Platforms, but has been performing diligence on iBrands and AOL 
Core.”51  Notably, the presentation noted that “[Fox] is moving quickly to 
understand AOL and AOLP’s business model and financials,” and that a deal could 
be structured as an “[a]cquisition of AOLP or AOL Inc.”52  A meeting with Fox 
was held on March 31 and following that meeting, on April 3, 2015,  AOL noted 
that “[i]mmediate diligence [was] focused on [a] commercial arrangement.”53  
AOL and Fox held a series of diligence calls through mid-April 2015, after which 
Fox “did not engage in further discussions with [AOL] with respect to a potential 
transaction.”54   
                                                            
48. See 14D-9 at 15. 
49. See AOL00212114 at slide 4. 
50. 14D-9 at 15. 
51. AOL00002499-506 at 503; AOL00002625-31 at 29.  I understand that iBrands is a subset 
of the Brands segment and that Core includes the Membership segment plus a subset of 
the Brands segment. 
52. AOL00002499-506 at 503; AOL00002625-31 at 29.  I understand that “AOLP” is AOL’s 
acronym for the Platforms segment. 
53. AOL00211617. 





23. In March 2015, the private equity firm General Atlantic contacted 
representatives of AOL to express interest in an equity investment in the 
Huffington Post.55  On March 7, AOL and General Atlantic entered into a 
confidentiality agreement, and as of April 26, 2015, the firms were engaged in 
“ongoing valuation discussions.”56  On May 4, 2015, the Consortium presented a 
preliminary, non-binding statement of interest to acquire 51% of Huffington Post 
for $510 million.57  The AOL board considered the proposal at a meeting on May 
8, 2015 but decided not to pursue this proposal.58 
 
Premium Paid  
24. I also analyzed the premium paid in the Transaction.  Comparing the 
Merger Consideration of $50.00 per share of AOL’s common stock to AOL’s stock 
price on standard interval dates prior to the announcement of the Transaction (i.e. 
one day, two weeks, thirty days, two months, and ninety days) shows the implied 
premium over the pre-merger stock price.  The one-day premium provided by the 
Merger Consideration represented a 17.4% premium over AOL’s $42.59 stock 
price on the trading day prior to the announcement of the Transaction, while the 
five-day, two-week, thirty-day, two-month, and ninety-day premiums provided by 
                                                            
55. See 14D-9 at 15; see also AOL00473978-84 at 83-84. I understand that Axel Springer 
had previously engaged in various discussions with AOL regarding a potential 
transaction from December 2013 through July 2014.  See, e.g., AOL-QP 00035182-89; 
ALLEN_00048998-9000; AOL-QP 00306759-61; AOL-QP 00567999. 
56. 14D-9 at 15; AOL00473956-65 at 58.   
57. See 14D-9 at 18; see also AOL00473978-84 at 83-84.  AOL00473978-84 at 83-84 notes 
a valuation for Huffington Post of $1 billion implying a price of $510 million for 51%. 





the Merger Consideration represented a 25.6%, 25.1%, 26.8%, 26.6%, and 8.3% 
premium respectively.  See Exhibit F.  
25. Exhibit F also compares the premiums in the Transaction with the 
premiums in a set of precedent transactions.59  As the exhibit shows, the one-day 
premium of 17.4% provided by the Merger Consideration places the merger in the 
second quartile (i.e. between the 25th percentile and the median), as do the two-
week, thirty-day and two-month premiums, while the five-day premium places the 
merger just above the median and the ninety-day premium places the merger in the 
first quartile (i.e. between the minimum and the 25th percentile).60  One analyst 
described the one-day premium as “a reflection of AOL’s below-average growth 
and margins (especially for its Media/Brand and Adtech businesses) and of its low 
quality of earnings (i.e. most of the company’s EBITDA comes from its declining 
Membership/Subscription business).”61  Additionally, as discussed infra, AOL 
                                                            
59. I analyzed a sample of 128 completed acquisitions of U.S. public companies with 
transaction values of between $1 billion and $5 billion that were announced in the three 
years prior to the announcement of the Transaction in the FactSet Mergers database. 
60. AOL announced first quarter earnings on May 8, noting “strong results.”  See AOL Inc. 
FQ1 2015 Earnings Call Transcript, May 8, 2015 (“We are very happy with our Q1 
results and the team at AOL had another strong quarter of consumer, customer and 
product growth. We delivered strong results while making significant and beneficial 
updates to the structure of the company”).  Guggenheim Partners (“Guggenheim”), one of 
Verizon’s financial advisors, stated that “there likely is some amount – potentially 
significant – of speculative transaction value embedded in [AOL’s] prevailing stock 
price.”  VZ-0007849 – 912 at 857.  See also AOL Inc. FQ1 2015 Earnings Call 
Transcript, May 8, 2015 (which reported consensus FQ1 2015 Normalized EPS estimates 
were $0.32 versus actual of $0.34). 
61. Citi Research, Alert: Verizon to Acquire AOL, May 12, 2015.  I understand “Adtech” 





analysts that discussed the deal in the days following the announcement generally 
characterized the Merger Consideration as fair or very good value for AOL.62  
 
Negotiated Transactions Versus an Auction 
26. While AOL did not undergo a formal auction process, given the 
substantial public speculation about a potential transaction and the discussions 
described supra with multiple potential partners, there was meaningful pre-
transaction competition for AOL.  Moreover, negotiated sales are common, 
particularly in transactions involving a strategic buyer.  For example, as Exhibit G 
shows, of the 128 transactions in my sample, only 44 involved an auction 
process.63  Further, of the 117 transactions involving strategic acquirers, only 35 
involved an auction process. 
27. Negotiated sales and auctions are alternative methods for selling a 
firm and which is superior in any particular situation depends on the relevant facts 
and circumstances.  In some cases, a pre-signing auction may not be a desirable 
course of action for either the buyer or the seller.  For example, some target 
companies may not want to engage in an auction because the target may suffer 
reputational harm if the auction does not result in a consummated transaction.64  
Additionally, a company conducting a public auction may risk losing employees, 
customers, and suppliers who are wary of a change of control.  Moreover, a selling 
                                                            
62. See ¶¶ 31-32 infra. 
63. See note 59 supra for a description of the sample. 
64. See, e.g., Christina M. Sautter, Shopping During Extended Store Hours: From No Shops 
to Go-Shops-The Development, Effectiveness, and Implications of Go-Shop Provisions in 





company may not want to risk losing a potential acquirer who is only willing to go 
forward in a negotiated transaction.65 
28. There is no consensus that auctions are inherently superior to 
negotiated transactions.  For example, a 2007 study of the takeover process for 300 
acquisitions in the 1990s conducted by Boone and Mulherin found that “the wealth 
effects for target shareholders are comparable in auctions and negotiations.”66  As 
one textbook on mergers and acquisitions states, “[t]he financial returns to the 
selling firm’s shareholders appear to be about the same regardless of the way in 
which the business is sold.”67  This is especially true where, as here, there is public 
knowledge the company is investigating potential strategic transactions, the 
company has received a specific offer, and where rumors of the company being “in 
play” have persisted over an extended period of time.68   
                                                            
65. See, e.g., Christina M. Sautter, Shopping During Extended Store Hours: From No Shops 
to Go-Shops-The Development, Effectiveness, and Implications of Go-Shop Provisions in 
Change of Control Transactions, 73 Brooklyn Law Review 525, 540 (2008) (“[B]oards 
may view public auctions as placing the company at a competitive disadvantage. For 
example, if a company conducts a public auction, the company risks losing employees, 
customers and suppliers. In addition, the company also runs the risk of being viewed by 
the market for corporate control as ‘damaged goods’ if the company does not receive any 
indications of interest or if the board determines that the offers it receives are inadequate. 
Thus, in the event of a failed auction, it may take some time for a company to 
successfully sell itself. Furthermore, although potential bidders are required to execute 
confidentiality agreements before being provided with a confidential offering 
memorandum or commencing due diligence, companies also risk disclosure of 
proprietary or sensitive information to the public and to other competitors. In addition, in 
some cases, the target may have already been approached by a potential purchaser whose 
bid may be lost if the target board were to choose to engage in a full blown auction”). 
66. Audra L. Boone and J. Harold Mulherin, How are Firms Sold?, 62 The Journal of 
Finance 847, 848 (April 2007).   
67. Donald DePamphilis, Mergers, Acquisitions, and Other Restructuring Activities 601-02 
(8th ed. 2015). 
68. See, e.g., Guhan Subramanian, Go-Shops vs. No-Shops in Private Equity Deals: Evidence 






Market Reaction to the Premium  
29. Following the announcement of the Transaction, any potential bidder 
who believed AOL was worth substantially more than the $50 Merger 
Consideration had the opportunity to make a topping bid.69  However, no 
competing bid was made.  This lack of a competing bid from the universe of 
potential bidders, which included companies such as Comcast and Fox that had 
explored the possibility of conducting a transaction with AOL, is consistent with 
the conclusion that $50 is the maximum fair value for AOL shares.70 
30. Further, as discussed supra, the Transaction was structured in the form 
of a tender offer whereby stockholders were asked to tender their shares rather than 
                                                            
69. Following the announcement of the Transaction, AOL’s market price traded above the 
$50 Merger Consideration.  See Exhibit D supra.  To the extent that this reflected market 
participants’ expectation that a higher bid may be forthcoming, these participants did not 
consider that the deal protection terms as discussed infra would prevent a topping bid.   
70. AOL directors were entitled under the Merger Agreement to consider any higher offer if 
one materialized.  The Merger Agreement included a “fiduciary out” which enabled AOL 
to negotiate with an alternate bidder if “…the Company receives a bona fide, Competing 
Proposal not solicited after the date hereof that did not result from a breach of this 
Section 6.4 at any time prior to the Acceptance Time which (i) constitutes a Superior 
Proposal or (ii) which the Company Board determines in good faith after consultation 
with the Company's outside legal and financial advisors could reasonably be expected to 
result, after the taking of any of the actions referred to in either of clause (x) or (y) below, 
in a Superior Proposal, the Company may take the following actions: (x) furnish 
information to the third party making such Competing Proposal (provided, that 
substantially concurrently the Company makes available such information to Parent to 
the extent such information was not previously made available to Parent) and (y) engage 
in discussions or negotiations with the third party with respect to the Competing   
Proposal, in each case of clauses (x) and (y), if, and only if, prior to so furnishing such 
information, the Company receives from the third party an executed confidentiality 
agreement on terms no less favorable in the aggregate to the Company than the 
Confidentiality Agreement (an ‘Acceptable Confidentiality Agreement’).”  Agreement 
and Plan of Merger by and among Verizon Communications Inc., Hanks Acquisition 





vote to consummate the merger.  Approximately 63.9% of shares were tendered in 
the offer, indicating that the majority of AOL stockholders supported the 
Transaction at the $50 Merger Consideration.71   
 
C. Opinion of Industry/Company Analysts on the Transaction 
31. After the merger announcement, analysts covering AOL generally 
described the transaction price as fair and a positive outcome for AOL 
stockholders, and concluded that no other potential acquirer was likely to bid more.  
For example:  
 “After slugging out a challenging turnaround for five years post-
spin, Armstrong and the AOL team have generated a great outcome 
for shareholders in our view.”72 
 “Given the announced deal price and takeover valuation, we do not 
currently expect any additional bidders to emerge for AOL.”73 
 “We would not anticipate other bidders given the uniqueness of 
AOL’s mix of businesses and because we think the multiple being 
paid relative to growth and profitability is a fair premium.”74 
 “We’re downgrading AOL to SELL from BUY on the back of 
AOL’s acquisition by Verizon for $50/sh in an all-cash transaction. 
Our downgrade is predicated on 1) the fact that at $50/share, or 
~8x our 2015 OIDBA, we find the valuation relatively fair for a 
company growing mid-single digits and ~20% OIDBA margins; 
and 2) our belief that we’re not likely to see a higher bidder.”75  
                                                            
71. 60.4% of shares were tendered and an additional 3.5% of shares were submitted as 
notices of guaranteed delivery for a total of 63.9%.  See Press Release, Verizon, Verizon 
Completes Acquisition of AOL, June 23, 2015. 
72. Deutsche Bank, Win - Win. Downgrading to Hold, May 13, 2015. 
73. Wells Fargo, AOL: VZ To Acquire AOL For $4.4B, May 12, 2015. 
74. Citi Research, Alert: Verizon to Acquire AOL, May 12, 2015. 






 “In our view, [Verizon] is able to acquire AOL’s ad tech assets for a 
reasonable multiple, while AOL still receives a healthy 
premium.”76 
 
32. By contrast, no analyst reports that I reviewed described the 
Transaction as a bargain for Verizon as would be expected if the $50 Merger 
Consideration was too low.  For example, a Wall Street Journal article stated that 
“Some [Verizon] analysts … reacted coolly to Tuesday’s takeover announcement, 
with Jonathan Chaplin of New Street Research saying, ‘It is a distraction from 
Verizon’s core business and unlikely to amount to much.’”77  Macquarie Research 
further stated that “[Verizon] is showing signs of desperation” and “[w]e feel that 
[Verizon] paid a hefty price of $4.4bln.”78  Analyst commentary is also consistent 
with the $50 Merger Consideration being the maximum fair value for Petitioners’ 
shares in AOL.  
 
                                                            
76. Nomura, OTT Doesn’t Come Free; Thoughts on VZ/AOL, May 12, 2015. 
77. Thomas Gryta and Jack Marshall, Betting on the Future, Verizon Dials Up AOL; The 
$4.4 Billion Deal Is Part of Trend of Telecoms Moving into TV, Online Video, The Wall 
Street Journal, May 12, 2015.  Other newspapers were also critical of the deal.  For 
example, an article in The Independent stated that “[s]o what has Verizon actually paid 
for? For once the numbers are actually very easy to calculate, and Verizon shareholders 
should be very concerned: the ‘AOL Platforms’ part of the business, despite growing 
revenue by 38 per cent in 2014, made an operating profit of just $4.4m.  Even the 
mathematically challenged should be able to calculate that with a price tag of $4.4bn, 
Verizon paid an almost lunatic 1,000 times earnings for the good bit of AOL. Even by the 
standards of the last tech boom, that’s a very rich valuation.”  Andrew Dewson, Could 
Verizon End Up Nursing a Dotcom Hangover?, The Independent, May 13, 2015. 
78. Macquarie Research, Equities Flashnotes, May 12, 2015.  Note that this particular report 





D. Inclusion of Synergies in the Transaction 
33. The $50 Merger Consideration represents maximum fair value for 
petitioners’ shares in AOL rather than fair value because the acquisition price 
includes the value of any synergies paid to AOL stockholders in the Transaction.  
There is a relationship between the amount acquirers are willing to pay above the 
pre-existing trading price – the acquisition premium – and the synergies that 
acquirers expect to realize.  As the academic literature emphasizes, “[t]he size and 
degree of likelihood for realizing potential synergies plays an important role in 
framing [the] purchase price,” and a “bidder’s decision regarding the premium to 
offer is influenced by the expected synergies.  The upper bound for the premium is 
the present value of the expected net cash flow resulting from synergies or other 
factors due to acquiring the target.”79  It therefore follows that the standalone fair 
value for Petitioners’ shares of AOL is less than the $50 Merger Consideration by 
the portion of synergies shared with the target in the purchase price. 
34. Verizon estimated that the Transaction would generate substantial 
value through synergies.80  As of the announcement date, Verizon valued these 
synergies under two scenarios, with one scenario concluding that synergies would 
add value of $25.13 to $34.04 per AOL share (assuming full realization of 
projected synergies) and the other concluding synergies would add value of $13.14 
                                                            
79. Joshua Rosenbaum & Joshua Pearl, Investment Banking: Valuation, Leveraged Buyouts, 
and Mergers & Acquisitions 333 (2d ed. 2013); Jeff Madura & Thanh Ngo, Clustered 
Synergies in the Takeover Market, 31 The Journal of Financial Research 333, 333-34 
(2008). 
80. See VZ-00069111 at tab “Synergy DCF Output(2).”  Verizon was supported in the 






to $17.98 per AOL share (assuming realization of less than the full amount of 
potential synergies).81 
35. Because Verizon’s estimates of synergies informed the decision 
regarding how much to bid for AOL, a valuation of them is relevant to an estimate 
of the difference between the $50 Merger Consideration and the standalone fair 
value of AOL shares.  The difficulty in valuing synergies for the purposes of 
calculating a fair value, however, is determining how much of the synergies were 
paid to AOL stockholders as part of the $50 Merger Consideration.  Given that 
uncertainty, I estimated synergies paid to AOL stockholders in the following way.  
I took the lowest synergy number of $13.1482 and assumed 31% of this number 
was paid as part of the $50 Merger Consideration.83  This implies $4.07 of 
synergies were paid to the AOL stockholders, resulting in a fair value of $45.93 
(the $50 Merger Consideration - $4.07). 
 
                                                            
81. See VZ-00069111 at tab “Synergy DCF Output(2).”  The reduced range is estimated 
assuming “50% Credit to OnCue Synergies.” 
82. I used the lowest estimate of synergies because of the uncertainty in estimating synergies.  
See, e.g., Scott A. Christofferson, Robert S. McNish & Diane L. Sias, Where Mergers Go 
Wrong, McKinsey on Finance, Winter 2004, at 1;Patrick A. Gaughan, Mergers: What 
Can Go Wrong and How To Prevent It 77 (2005).     
83. See, e.g., Jens Kengelbach et al., Divide and Conquer. How Successful M&A Deals Split 
the Synergies, The Boston Consulting Group, March 2013, at 9 (noting median of 31% of 
synergies shared with targets).  Other studies have concluded target shareholders receive 
higher percentages of synergies.  See, e.g., Kathryn Barraclough et al., Using Option 
Prices to Infer Overpayments and Synergies in M&A Transactions, 26 The Review of 
Financial Studies 695, 696 (2013) (noting 50% of synergies shared with targets).  I used 
the lower number for the same reason as discussed at note 82 supra.  Using a higher 
estimate of synergies or a higher portion captured by sellers would yield a lower implied 





E. Analysis of Deal Protection Terms 
36. In addition to the acquisition price, parties to a merger may also 
bargain over deal protection terms such as termination fees, matching rights and 
no-solicitation (“no-shop”) provisions.  As part of the negotiations for the 
Transaction, AOL and Verizon negotiated a set of these standard deal protection 
terms.84  Academic literature demonstrates that the economic benefits of target 
termination fees, matching rights and no-shop provisions accrue to both acquiring 
and target firms. 
37. Potential acquirers incur costs in connection with identifying a target 
company, determining whether an acquisition would be desirable, and negotiating a 
merger agreement.  Target termination fees, matching rights, and no-shop 
provisions make an acquiring firm more willing to negotiate and enter into merger 
agreements because these terms increase the probability that a merger will close or 
compensate the acquiring firm in the event that the merger does not close.    
Specifically, target termination fees benefit acquiring firms if a transaction does not 
close by compensating the acquiring firm for: 
                                                            
84. The Merger Agreement contained a termination fee of approximately $150 million, 
prevented AOL from soliciting offers from other bidders but enabled the Board to 
respond to an unsolicited offer if it determined that it was or might lead to a superior 
proposal (a “no-shop” provision with a “fiduciary out”), and provided that in the event of 
a superior proposal being received, Verizon had a three-day period in which to match the 
terms of any such superior proposal (the “matching rights”).  14D-9 at 22; Merger 





i. its transaction costs;  
ii. forgone opportunities to pursue related deals; 
iii. the possibility that rival acquirers may attempt to free-ride off the 
acquiring firm’s costly investigation by entering into a deal with 
the target firm; and 
 
iv. in effect, granting the target an option to maintain the deal if the 
value of the target declines and cancel the deal if the value of the 
target increases. 
 
38. Stockholders of target firms also benefit from such provisions because 
acquiring firms are more likely to make a bid in the first place, and are willing to 
pay more in deals when these provisions are included in the merger agreement.  As 
one article notes, “[i]n some instances, it will be rational for the target management 
and board to agree to give [deal protections].  The target will have to evaluate how 
important such demands are to the buyer, how much it believes it already knows 
about the likelihood or alternatives, and how valuable this proposed deal seems to 
be.”85 
                                                            
85. William T. Allen, Understanding Fiduciary Outs: The What and the Why of an 
Anomalous Concept, 55 The Business Lawyer 653, 653-54 (2000).  See also Micah S. 
Officer, Termination Fees In Mergers and Acquisitions, 69 Journal of Financial 
Economics 431, 462-463 ( 2003) (“my evidence on the effects of termination fee use on 
deal outcomes suggests that target termination fees are not detrimental to target 
stockholders.  This conclusion is consistent with the hypothesis that target termination 
fees are used to induce the bidder to make investments in a deal with the target the public 
benefit of which cannot be fully internalized.”); Thomas W. Bates and Michael L. 
Lemmon, Breaking Up Is Hard to Do? An Analysis of Termination Fee Provisions and 
Merger Outcomes, 69 Journal of Financial Economics 469, 469 (2003) (“Fee provisions 
appear to benefit target stockholders through higher deal completion rates and greater 






 39. Based on the nature of the deal protection terms included in the 
Merger Agreement and the support from academic literature that such terms 
benefit both bidders and targets, there is no reason to conclude that the market 
evidence regarding the Transaction as discussed supra was distorted by the deal 
protection terms. 
 
V.  DCF VALUATION OF AOL 
 
40. I determined the fair value of Petitioners’ common stock of AOL as of 
the Valuation Date using a DCF method, generally regarded as the most reliable 
non-market valuation method.86  In a DCF analysis, one estimates the value of a 
firm as the present value of free cash flows generated by the firm in the future, 
where free cash flow implies cash that can be distributed to the owners of the firm 
(i.e., its debt and equity holders) after accounting for the firm’s reinvestment needs.  
Thus, the basic inputs to a DCF model are: (i) projections of free cash flows over a 
discrete period, (ii) an estimate of the value of the free cash flows beyond the finite 




contracting device, rather than a means by which to deter competitive bidding”). 
86. I considered two other commonly used valuation methods – Comparable Company and 
Comparable Transactions – but concluded that neither is useful in this case for two 
reasons.  First, because of a lack of comparability between potential companies/ 
transactions and AOL, and second, because the Comparable Transactions methodology 
imputes value associated with acquisition premia and synergies to the subject company 
which I understand must be excluded under the Delaware appraisal statute. 








41.   AOL management constructed projections for a four-year period 
(2015-2018) (the “AOL Projections”).88  These projections were described as the 
“best currently available estimates and judgements of [AOL]’s management as to 
the future operating and financial performance of [AOL],” and were used by AOL’s 
financial advisor Allen in its May 11, 2015 fairness opinion.89  I therefore rely on 
the AOL Projections in my DCF analysis.90 
                                                                                                                                                                                               
 (cont’d) 
and discount rate) rests on assumptions that can vary widely and result in radically 
different valuations.  These difficulties can frequently be avoided by a reliance on market 
prices when available, which in my opinion typically provide the best measure of the 
value of an asset.  See, e.g., Daniel R. Fischel, Market Evidence in Corporate Law, 69 
The University of Chicago Law Review 941, 942 (2002).  See also David Stowell, An 
Introduction to Investment Banks, Hedge Funds & Private Equity 78-79 (2010) (“In 
determining the appropriate value for a public company that is the subject of a potential 
acquisition or sale, the starting point is consideration of the company’s current share 
price. This price may represent the best indicator of fair value for a large public company 
without a control shareholder.… [T]he company’s stock price…is always the best 
barometer of value for a company in an efficient market”).   
88. See ALLEN_00013531-60 (“Fairness Opinion”) at pp. 13, 24.   
89. 14D-9 at 24; Fairness Opinion at 13, 24.  I understand that Thor was the code name for 
Verizon and Hanks was the code name for AOL.  
90. I understand that AOL and Allen provided Verizon and LionTree with alternative 
projections for certain inputs to free cash flow.  I do not use these projections because I 
understand that they assume improvements associated with the Transaction as opposed to 
reflecting standalone value.  See, e.g., Roszkowski Dep. at 225:15-21 (These alternative 
projections “reflected the current state of thinking based on the assumption that a 
transaction would be completed and that [AOL] would be able to enjoy the benefits of an 
integrated offering with Verizon”).  I also understand that AOL was considering several 
acquisitions or strategic partnerships in the period preceding the announcement date of 
the Transaction, including acquisitions/strategic partnerships that were eventually 
consummated and for which projections were available as of the Valuation Date such as 
Microsoft, Millennial Media, and Kanvas Labs.  I also do not use projections associated 
with these for various reasons.  First, as of the Valuation Date, none of these had 
occurred.  Second, projections for future acquisitions and strategic partnerships are 






   
B. Discount Rate  
42. In a DCF analysis, the discount rate reflects the rate of return that 
investors expect to earn as compensation for the risk they bear of investing in the 
underlying asset or company.  I use the Weighted Average Cost of Capital 
(“WACC”) to determine the rate at which to discount the expected free cash flows.  
The WACC is the weighted average of the cost of equity capital and the after-tax 
cost of debt capital based on the company’s expected or target capital structure: 
WACC = (Cost of Equity x Equity Weight) + (After Tax Cost of Debt x Debt 
Weight)  
 
Cost of Equity 
43. I estimate the cost of equity for AOL using the widely accepted 
Capital Asset Pricing Model (“CAPM”).91  Under the CAPM, the cost of equity is 
calculated as follows:  
                                                                                                                                                                                               
 (cont’d) 
their own firm.  Third, there is no way to know whether these three acquisitions/ 
partnerships would have been negotiated on the same terms if the Transaction had not 
occurred.  See, e.g., JMP Securities, Our Thoughts on Verizon’s $50 Per Share Offer For 
AOL; Maintain Market Perform Rating, May 12, 2015 (“[A]s part of Verizon, AOL now 
has improved leverage when negotiating its Search partnership renewal with Google later 
this year”).  Fourth, I understand that the AOL Projections may include the impact of 
transactions such as those AOL was considering during this period. 
91. See, e.g., Richard A. Brealey, Stewart C. Myers, & Franklin Allen, Principles of 
Corporate Finance 213 (10th ed. 2011) (“The company cost of capital is usually 
estimated as a weighted-average cost of capital, that is, as the average rate of return 
demanded by investors in the company’s debt and equity.  The hardest part of estimating 
the weighted-average cost of capital is figuring out the cost of equity, that is, the expected 
rate of return to investors in the firm’s common stock.  Many firms turn to the capital 
asset pricing model (CAPM) for an answer.  The CAPM states that the expected rate of 






Cost of Equity = Risk-Free Rate + (Beta x Equity Risk Premium) 
44. The risk-free rate in the CAPM formula is based on the yield on U.S. 
Government bonds.  I used the yield on the 20-year bond in my calculation, which 
is consistent with my equity risk premium as discussed below.  The yield to 
maturity of a 20-year bond as of June 23, 2015 was 2.92%.92    
45.  Beta is a statistical estimate of the systematic risk of the firm, 
calculated by measuring the relationship between the return to holding the firm’s 
shares and the return to the overall market.  A firm whose share price reacts more 
strongly to systematic risks than the overall market has a beta greater than one, 
whereas a firm whose price reacts less strongly to the same forces than the overall 
market has a beta less than one.  I use AOL’s actual beta calculated using two 
standard measures of beta: five years of monthly returns and two years of weekly 
returns.93  As of the announcement of the Transaction, Bloomberg reports that 
AOL’s two-year weekly beta was 1.39 and AOL’s five-year monthly beta was 0.86.  
Given the divergence between these two and the fact that AOL’s most profitable 
segment historically (Membership) was declining and the firm was shifting focus 
to its other segments, I also reviewed AOL’s beta calculated by Bloomberg using 
                                                                                                                                                                                               
 (cont’d) 
market risk premium”). 
92. 20-year Treasury yield as of June 23, 2015 per Federal Reserve H.15 Selected Interest 
Rates, https://www.federalreserve.gov/datadownload/Choose.aspx?rel=H15 (last 
accessed January 11, 2017). 
93. I note that the default setting in Bloomberg, a commonly used data service provider, is a 
two-year, weekly beta.  But, other services use five years of monthly returns to estimate 
equity betas.  One survey of “academic betas” found that about two-thirds calculated their 
exposures with monthly frequency stock returns (even for individual stocks), with 
estimation periods ranging from 12 months to 60 months.  See Yaron Levi & Ivo Welch, 





one year of daily returns.  AOL’s one-year daily beta as of the announcement of the 
Transaction was 1.26, consistent with the five-year period being less reflective of 
the current and anticipated state of AOL than the two-year period.94  To address this 
issue, I give the two-year beta twice as much weight as the five-year and use a beta 
weighted two-thirds towards the two year weekly and one-third towards the five 
year monthly, yielding a weighted beta of 1.21.  See Exhibit H.95 
46.  The equity risk premium (“ERP”) represents the additional return that 
investors demand for investing in equity securities that are riskier than safer 
investment such as bonds.96  Most valuation practitioners either use a historical 
ERP or a supply-side ERP.  The historical ERP is calculated using historical market 
returns in excess of the 20-year Treasury bond and is based on the assumption that 
historical returns are a good proxy for future returns.  The supply-side ERP 
incorporates forward-looking assumptions such as inflation and forecasted 
                                                            
94. See, e.g., Aswath Damodaran, Investment Valuation: Tools and Techniques for 
Determining the Value of Any Asset 188 (3d ed. 2012) (“A longer estimation period 
provides more data, but the firm itself might have changed in its risk characteristics over 
the time period”); Ibbotson SBBI, 2011 Valuation Yearbook. Market Results for Stocks, 
Bonds, Bills, and Inflation, 1926 -2010 71-72 (2011) (“Ideally, beta should be measured 
over the longest time period possible.  With a large number of data points, the statistical 
precision of the regression equation should be high.  Unfortunately, as more history is 
included in the regression equation, the possibility for irrelevant information to be 
included in the analysis increases.  Companies change over time, so their systematic risk 
can change over time as well.  Including older data may bias the regression results…. If 
company- or industry-specific events can be identified, a shorter historical time interval 
may be appropriate”). 
95. Were I to solely use the 2-year weekly beta, my concluded WACC would increase and 
my concluded per-share value would decrease. 
96. See, e.g., Richard A. Brealey, Stewart C. Myers, and Franklin Allen, Principles of 
Corporate Finance192 (10th ed. 2011) (“[Investors] require a higher return from the 
market portfolio than from Treasury bills. The difference between the return on the 





earnings per share growth of the S&P 500 Index,97  I use the supply-side equity 
risk premium of 6.19% as of December 31, 2014 as reported by Ibbotson SBBI.98 
47. Based on the assumptions just discussed, I calculate a cost of equity 
capital for AOL of 10.5%.  See Exhibit H.   
 
Cost of Debt and Capital Structure 
48. I use AOL’s actual cost of debt for the latest twelve-month period 
ending March 31, 2015 and calculate an after-tax cost of debt of 3.0% (using an 
assumed 40% tax rate).99  I also use AOL’s actual debt-to-capital ratio as of March 
31, 2015 of 13.7%. 
 
WACC Conclusion 
49. The inputs discussed above imply a WACC of 9.5%.  See Exhibit H.  I 
also considered contemporaneous WACCs used by various analysts and advisors in 
DCF valuations conducted in the period leading up to the announcement of the 
Transaction.  See Exhibit I.  As the exhibit shows, the median selected/midpoint 
WACC reported by analysts and advisors for AOL conducted between May 1 and 
May 11, 2015 was 10.3%, higher than my concluded WACC of 9.5%.  As a 
robustness check, I use a range of 9.0% - 10.0% (50 basis points lower and higher 
respectively) in my DCF analysis.100 
                                                            
97. See, e.g., Madalena Mroczek , Unraveling the Supply-side Equity Risk Premium, The 
Value Examiner 19, 19-20 (Jan./Feb. 2012).   
98. See Ibbotson SBBI, 2015 Classic Yearbook. Market Results for Stocks, Bonds, Bills, and 
Inflation, 1926-2014, at 158 (2015). 
99. I assume the same tax rate that Allen & Company used in its fairness opinion.  See 
Fairness Opinion at 24. 







C. Terminal Value   
50. In a DCF analysis, the value of the business beyond the period for 
which an explicit forecast is available is called the terminal value. There are two 
standard methods for estimating terminal value: 1) the application of a terminal 
EBITDA multiple applied to terminal EBITDA, or 2) the application of an 
assumed growth rate for free cash flows into perpetuity.101   
51.   As discussed supra, DCF models are often very sensitive to terminal 
value assumptions, in part because the terminal value accounts for a high 
proportion of the total value.  Economic theory suggests that a terminal value that 
incorporates or implies a growth rate into perpetuity that is lower than inflation 
suggests that the firm will shrink in real terms to zero.  Similarly, a growth rate in 
excess of the expected growth rate in national nominal GDP suggests that the firm 
                                                                                                                                                                                               
 (cont’d) 
company’s market capitalization, I do not include one in my WACC.  Were I to include a 
size premium, a widely recognized source, Duff & Phelps, would suggest a premium of 
1.06%-1.60% based on AOL’s market value of equity prior to the Valuation Date.  See 
Duff & Phelps, Valuation Handbook: Guide to Cost of Capital (2015).  Using this in the 
WACC would lower my concluded share value. 
101. See, e.g., Richard A. Brealey, Stewart C. Myers, and Franklin Allen, Principles of 
Corporate Finance 476 (10th ed. 2011) (“Financial managers usually forecast to a 
medium-term horizon and add a terminal value to the cash flows in the horizon year.  The 
terminal value is the present value at the horizon of all subsequent cash flows.  
Estimating the terminal value requires careful attention because it often accounts for the 
majority of the company’s value”).  See also Aswath Damodaran, Investment Valuation: 
Tools and Techniques for Determining the Value of Any Asset 305 (3d ed. 2012) 
(“[V]alue the firm as a going concern at the time of the terminal value estimation.  One 
applies a multiple to earnings, revenues, or book value to estimate the value in the 
terminal year.  The other assumes that the cash flows of the firm will grow at a constant 
rate forever – a stable growth rate.  With stable growth, the terminal value can be 





will grow to encompass the economy.  Therefore, a terminal value based on a 
perpetuity growth rate between expected inflation and nominal GDP is generally 
considered appropriate.102  Exhibit J summarizes expectations for both the expected 
CPI inflation rate and the expected 10-year average real GDP rate as of the 
Valuation Date, indicating that long-term inflation was expected to be 2.3% and 
nominal GDP growth was expected to be 4.6%.  
52.  I compared the range of 2.3% to 4.6% based on macroeconomic 
indicators to contemporaneous estimates of AOL’s long-term growth rate made by 
analysts and financial advisors.  See Exhibit K.  As the exhibit shows, the 
perpetuity growth rates reported by analysts and advisors ranged from 1.0% to 
6.6%, with a median of 2.5% and an average of 2.9%.    
53. The AOL Projections do not provide estimates beyond 2018.  Because 
of this, there is some possibility that AOL could experience growth in the short-
term at a rate higher than inflation due to higher growth in the Platforms and 
Brands segments or even potential acquisitions.  However, for the reasons 
discussed above, such growth cannot continue into perpetuity.103   
                                                            
102. Some financial economists argue that the assumed risk-free rate is the appropriate ceiling 
for a perpetuity growth rate.  See, e.g., Aswath Damodaran, Investment Valuation: Tools 
and Techniques for Determining the Value of Any Asset 307 (3d ed. 2012) (“In the long 
term,…the nominal riskless rate will approach the nominal growth rate of the economy.  
In fact, a simple rule of thumb on the stable growth rate is that it generally should not 
exceed the riskless rate used in the valuation”). 
103. Economic theory suggests that a firm cannot earn a return on investments in excess of its 
cost of capital into perpetuity.  See, e.g., David Besanko et al., Economics of Strategy 301 
(6th ed. 2013) (“In a market in which entry is easy and all firms create essentially the 
same economic value, competition between firms will dissipate profitability.  Existing 
firms and new entrants will compete for consumers by bidding down their prices to the 
point at which all producers earn zero profit.  In such markets, consumers capture all the 






54. Based on the discussion above, I averaged the 2.9% perpetuity growth 
rate used by analysts and advisors with the 2.3% estimate of long-term inflation 
and the 4.6% estimate of long-term GDP growth, yielding an average rate of 
3.28%.  Based on this, I have selected a perpetual growth rate of 3.25%.104   
 
D. Other Inputs 
Cash 
 55. Academic literature states that only cash in excess of the minimum 
cash balance needed for operations should be included in a DCF.105  I understand 
that AOL considered its minimum cash balance to be $150 million.106  As such, the 
                                                                                                                                                                                               
 (cont’d) 
of investment assumed needs to be sufficient to support the selected perpetuity growth 
rate.  See, e.g., Tim Koller, Marc Goedhart & David Wessels, Valuation: Measuring and 
Managing the Value of Companies 135-64 (6th ed. 2015). 
104. Note that this assumption of perpetual growth is higher than projected inflation of 2.3% 
and the risk-free rate of 2.92%, allowing for higher than competitive returns in the short 
term.  As discussed supra, AOL’s Membership segment was the largest contributor to 
AOIBDA and was declining, so this may overstate the expected growth rate for the firm.  
I also test the sensitivity of the implied value of AOL’s common shares to the perpetuity 
growth rate by using a range of 3.0% to 3.5%. 
105. See, e.g., Aswath Damodaran, Dealing with Cash, Cross Holdings and Other Non-
Operating Assets: Approaches and Implications, working paper, Sept. 2005 at 12 
(“[O]perating cash is considered to be part of working capital and affects cash flows, and 
cash held in excess of the operating cash balance is either added back to the estimated 
value of the operating assets or netted out against total debt outstanding to arrive at a net 
debt number”); Donald DePamphilis, Mergers, Acquisitions, and Other Restructuring 
Activities 266-67 (8th ed. 2015)  (“Assets not used in operating the firm also may 
contribute to firm value and include excess cash balances, investments in other firms, and 
unused or underutilized assets. Their value should be added to the firm's enterprise value 
to determine the total value of the firm. … Excess cash balances are cash and short-term 
marketable securities held in excess of the target firm’s minimum operating cash balance. 
…While excess cash balances should be added to the present value of operating assets, 
any cash deficiency should be subtracted from the value of operating assets to determine 
the value of the firm”). 





excess cash of $404 million I use in my DCF equals cash and equivalents of $530 
million plus assets held for sale of $24 million as of May 31, 2015 less minimum 
cash of $150 million.107     
 
Tax Attributes 
 56. As of the Valuation Date, AOL had certain tax attributes including 
book vs. tax amortization, net operating loss carryforwards, general business 
credits and alternative minimum tax credits.108  In conducting its fairness analysis, 
Allen calculated a value of $135 million for the PV of Tax Attributes.  I understand 
this value was calculated using a WACC of 5.5% and a valuation date of June 30, 
2015.109  I recalculated the value of the tax attributes using my concluded WACC 
of 9.5% and a valuation date of June 23, 2015.  See Exhibit L.  As the exhibit 
shows, this results in a present value of Tax Attributes of $131 million. 
 
 Fully Diluted Shares Outstanding 
 57. As of the Valuation Date, AOL had basic shares outstanding of 
78,714,844, restricted and performance-based shares of 3,739,045, and total 
                                                            
107. See AOL00258558-92 at 61.  Allen used a cash value of $493 million in its fairness 
opinion DCF, which I understand is equal to cash and equivalents of $476.9 million plus 
asset held for sale of $16.4 million as of March 31, 2015 per AOL’s first quarter 2015 10-
Q.  See AOL Form 10-Q for the quarterly period ended March 31, 2015 (“AOL 10-Q”) at 
24.  Per the AOL 10-Q, the asset held for sale applies to an April 22, 2015 agreement “to 
sell 65 acres of land located in Virginia for approximately $24.2 million in cash….[which 
is] expect[ed] to close…in the second quarter.”  AOL 10-Q at 30.  Given that the cash 
value of the land is $24.2 million, I have included the full amount of $24.2 million per 
AOL00258558-92 at 61 rather than the $16 million reflected in the assets held for sale 
line.   
108. See ALLEN_QP0021446.    





outstanding options of 5,046,908 with a weighted- average strike price of 
$21.59.110  Using a standard methodology to estimate the number of equivalent 
shares associated with the options, AOL had approximately 85.1 million fully 
diluted shares outstanding as of the Valuation Date.111   See Exhibit M.  
58. Using the inputs described above, my DCF model implies a value of 
$44.85 per share for AOL’s common stock, on a stand-alone basis, as of the 
Valuation Date.  See Exhibit N. 
 
VI.  CONCLUSION 
59. For the reasons discussed above, I conclude that $50 is the maximum 
fair value for Petitioners’ shares of AOL.  I also conclude that the best estimate of 
the standalone fair value of the AOL shares is the DCF value of $44.85.  This 
conclusion is supported by the proximity of the $44.85 DCF value to my 
calculation of the $50 Merger Consideration net of synergies value of $45.93, the 
$42.59 unaffected market price, and the $42.53 average discounted analyst 12-




110. See AOL00227520 at tab “Total Fee.” 
111. The methodology I use relies in part on the assumed value of the shares to determine how 
many options are “in-the-money.”  See, e.g., Shannon P. Pratt, The Market Approach to 
Valuing Businesses 17(2d ed. 2005) (“The calculation of fully diluted shares for valuation 
purposes is fairly straightforward, but the analyst should use a method appropriate to the 
valuation being conducted. Under GAAP, public companies use the ‘treasury stock’ 
method to report the number of diluted shares. This method assumes that the proceeds 
from exercise of options and warrants that are ‘in-the-money’ are used to buy shares in 
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Source Date Report Title Commentary
Platforms:
1 Evercore ISI 05/04/2015 Some Math on the Ad Stack [I]ncreasing competition from Facebook’s move into third-party ad serving this year could decelerate 
Platform's growth … AOL Platforms business had about 60% more net revenue than the nearest competitor, 
Criteo, and more than 4x that of Rubicon and TubeMogul, though AOL’s growth is clearly much slower at 
~20% vs. 30%+ for the others. 
2 Goldman Sachs 05/05/2015 1Q Ad tech preview; downgrading AOL to 
Sell
While AOL has made progress in its ad  business through acquisitions, investments, and integrations, we see an 
increasing competitive risk from larger platforms like Facebook growing capabilities to reach audience off 
its platform. With Facebook increasingly bridging its “people-based marketing” with Atlas and LiveRail to 
deliver the demo targeting TV buyers are accustomed to, AOL could lose programmatic share, particularly in 
video. ... The key debate on AOL, in our view, is whether it can grow its brand and platform businesses to 
sufficiently offset declining profitability of the membership business long term. ... We have an overarching 
view that profitability is tough to come by in ad tech, and AOL is yet to deliver anything better than just 
above breakeven OIBDA in its platforms business. Should we see evidence that this business can achieve 
management’s double digit margin goals, we would have increasing confidence the business can partially offset 
declining cash flow of the membership business longer time. These margin targets would have to accompany 
industry share gains rather than purely result from cost reduction initiatives.
3 Cowen & 
Company
05/08/2015 1Q15 Results: Solid Start to '15 Amidst Sales 
Reorganization
AOL has created a robust ad tech stack over the past few years, with the purchase of Adap.tv potentially driving a 
higher growth profile for the ad business. However, with programmatic growing at high single digits and 
achieving only a 10% EBITDA margin by 2019, we question whether there is meaningful upside to shares 
from our current DCF target price of $43.
4 Credit Suisse 05/08/2015 Benefit From Programmatic Tailwinds
Continue
With the recent launch of AOL One, the company is now entering a harvest cycle as evidenced by strength this 
quarter in advertising revenue. Management provided additional details around cost-cutting measures that should 
help drive profitability as AOL grows revenue on a declining OpEx base. That said, a corresponding step-up in 
TAC this quarter leaves us uncertain that AOL can maintain let alone expand margins longer-term in what 
is increasingly viewed as a commoditized ad-tech environment. We therefore maintain a wait-and-see 
approach as AOL looks to ultimately fully transition to an end-to end adtech platform 
5 Deutsche Bank 05/08/2015 Beat & Reiterate, Back To The Old AOL 
Cadence
We don’t see a lot of growth for AOL , but between Brand, Network & Corporate, we see the potential to 
produce $50-$100M of additional EBITDA from cost cutting, although the timing is likely in 2016. … The 
biggest issue AOL faces is declining growth in its higher margin display and subscription business, offset 
by faster growth in lower margin search marketing and 3-P network, which creates pressure on 
profitability, and is structural in our view.
Analyst Commentary on AOL Segment Prospects
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6 Evercore ISI 05/08/2015 A Nice Start to 2015 With advertising softness witnessed across much of our coverage this quarter, better-than expected performance 
was welcomed and in our opinion highlights AOL's more favorable position within programmatic trends 
across several different types of media. We continue to see higher value than the market currently assigns 
in AOL's non-Membership assets.
7 Goldman Sachs 05/08/2015 Core challenges remain, search and 
membership drive 1Q upside
The offset was greater losses in Platforms and declines in display, which despite temporary disruption from the 
sales realignment and additional platform integration costs, signal relative share loss. We remain concerned 
about increasing competition in ad tech and content ... Our 2015-2017 OIBDA estimates are essentially 
unchanged as we model near term continuation of lower-margin search programs offset by a slower path to 
target margins in Platforms. 
8 RBC Capital 
Markets
05/08/2015 ONE For The Books [W]e’re encouraged by moves the management team is making in the Programmatic space, though it may 
take some time to see how that pays off. That said, we continue to model single-digit organic revenue 
growth through 2016 , driven by reasonably robust growth in Third Party Network revenue, mid-single digits 
growth in Search, eventual growth in Display (low single digits), and moderating declines in Subscription.
9 Wells Fargo 05/08/2015 AOL: Revenue And OIBDA Beat; Margins 
Inline
AOL continues to make progress in display and aggressively invest in content, premium formats, video 
assets and broad ad tech capabilities. While we maintain our view that these strategic decisions has positioned 
AOL to capture increasing share of brand budgets, our view is tempered by a growing number of competitive 
pressures in ad tech / programmatic, video and search.
10 Nomura 05/10/2015 Emphatic on Programmatic [W]e grow more confident in the … Platform growth profile.
11 JMP Securities 05/11/2015 Operationally A Better Quarter, Full-Year 
EBITDA Guidance Unchanged; Maintain 
Market Perform Rating
AOL Platforms continues to report quarterly EBITDA losses and 2Q is likely a low point for display 
revenue. While we are encouraged by AOL’s 1Q15 results given operational improvements post its restructuring 
activities, we continue to believe the risk/reward in shares is even at current levels and we await a better 
entry point for the stock...given the headwinds around growth and profitability, we believe shares are 
fairly valued. ... What concerns us: 1) AOL Platforms contributed -$9.8 million of EBITDA in 1Q–AOL 
continues to be in investment mode here and 1Q15 marks the seventh quarter of the last nine, whereby 
Platforms has reported a loss. However, we were encouraged to hear that Platforms would have reported break-
even EBITDA had it not been for investments in video during the quarter.
12 Wells Fargo 05/11/2015 AOL: With Pieces In Place, Margin Build Is 
The Question
Though we believe AOL has assembled a capable end to end ad tech offering, we remain concerned that 
deep competition could pressure margin expansion expectations.  
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13 Pivotal Research 
Group
05/15/2015 AOL and Verizon: The End of The Beginning All of this makes ad tech incredibly competitive. The features and products under development are rapidly 
changing as older ones mature. Combinations of features and products are constantly in flux and take on many 
different characteristics, adding to the complexity of the market. For a sense of scaled competition already out 
there, there are, by our estimates, around 20 independent companies in the space which generated between 
$100mm and $400mm in net revenue last year. AOL’s third party network business plus associated self-
service ad buying tools would come in at the top of the range of the independents overall, although its ad 
buying tools are relatively small by comparison with many of these other companies. Further, many of the 
independents will have significant scale in their point solutions or buy-side-only or sell-side-only 
orientations, which may ultimately be more successful business models. Of course, AOL benefits by having 
captive inventory and customer data at its portal, but we expect many of the other leaders in ad tech can add to 
their scale, too, whether through organic means or by selling to larger enterprises.  
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Brands:
1 Evercore ISI 05/04/2015 Some Math on the Ad Stack [W]e continue to closely watch the declining ROI in AOL’s search arbitrage business, meaning that they 
are increasingly relying on traffic acquisition to drive traffic to their own search network.  Since 1Q12, 
search traffic acquisition costs as a percent of gross search revenue has climbed from 11% to 42% as of 4Q14 
while net search revenue has declined from $80mm to $62mm. So although search revenue grew on a gross 
basis in 4Q, it was actually down 17% y/y on a net basis. This is particularly important because this 
business, which is run in partnership with Google, is highly profitable, contributing to the Brand Group’s 
earnings. Nevertheless, despite the declining ROI in the search arbitrage business, the Brand Group is still 
showing strong leverage with 4Q OIBDA still growing by 3%  despite net search revenue being down 17%, so 
we would expect these trends to largely continue.  
2 Goldman Sachs 05/05/2015 1Q Ad tech preview; downgrading AOL to 
Sell
There is proliferation of news, content, and video platforms, many like BuzzFeed or Vice Media that are 
natively social or video-oriented, competing for audience mindshare. We see the increased competition 
driving risk of ongoing share loss. ... In 2014, AOL generated 110% of its adjusted OIBDA from the membership 
group which includes access and subscription products, which has been and we expect continues as a declining 
business. The key debate on AOL, in our view, is whether it can grow its brand and platform businesses to 
sufficiently offset declining profitability of the membership business long term. ... We also are cautious 
about the economics of the brand group business. While management has eliminated roughly $40mn of 
losses from eliminating Patch, and is in the process of consolidating or shuttering underperforming assets, 
we would need to see its profitability similarly scale toward industry level margins, north of 20% (from 
9% in 2014). Our margin discussion of both platforms and brand speak to achieving a comfort level that its 
recent investments can sustain a profitable company amidst declining membership cash flow. 
3 Bank of America 
Merrill Lynch
05/08/2015 1Q beat; investing to drive a better 2H While 1Q was an improving revenue quarter, we would like to see consistent advertising revenue growth. 
Search revenue accelerating to 19% growth from 4% in 2014 was a big positive. The key question is 
whether this level of growth is sustainable. Given that AOL can purchase key words on Google to drive search 
traffic to AOL properties, search revenue will be difficult to model, in our view. As a result of higher search 
marketing spending in 1Q, traffic acquisition costs (ex-third party TAC) as a % of search revenue increased to 
47% from 42% in 4Q14 and 31% in 1Q14. Third party TAC was stable at 61% as a % of third party gross 
revenue.
4 CantorFitzgerald 05/08/2015 Jockeying for Position in 
Programmatic/Mechanized World; Maintain 
BUY
[M]uch work remains to get to a smooth, predictable Y/Y growth pattern, especially for Brand.
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5 Deutsche Bank 05/08/2015 Beat & Reiterate, Back To The Old AOL 
Cadence
We don’t see a lot of growth for AOL, but between Brand, Network & Corporate, we see the potential to 
produce $50-$100M of additional EBITDA from cost cutting, although the timing is likely in 2016....Much 
of the upside in the quarter came from the search arbitrage business, which is lower quality revenue....The 
biggest issue AOL faces is declining growth in its higher margin display and subscription business, offset 
by faster growth in lower margin search marketing and 3-P network, which creates pressure on 
profitability, and is structural in our view.
6 Evercore ISI 05/08/2015 A Nice Start to 2015 We continue to see higher value than the market currently assigns in AOL's non-Membership assets ... 
However, one concern we have called out is that Search growth has been driven recently by the purchase 
of traffic through keyword arbitrage, with net Search revenue having trended down at an accelerating 
rate to -17% y/y in 4Q14 by our math. But this quarter showed significantly more stability in Search x-TAC, 
which was only down 9% in 1Q15 to $62mm, nearly flat with 4Q despite the seasonality.
7 Goldman Sachs 05/08/2015 Core challenges remain, search and 
membership drive 1Q upside
The offset was greater losses in Platforms and declines in display, which despite temporary disruption from the 
sales realignment and additional platform integration costs, signal relative share loss. We remain concerned about 
increasing competition in ad tech and content; maintain Sell. While revenue upside was driven by the Brand 
group, +8% yoy vs. (1.3%) in 4Q, the company is increasingly benefiting from search arbitrage (search 
+28% yoy) which has proven unstainable [unsustainable] at other companies as Google has focused on 
result quality. ... Our 2015-2017 OIBDA estimates are essentially unchanged as we model near term 
continuation of lower-margin search programs offset by a slower path to target margins in Platforms.
8 JMP Securities 05/08/2015 First Look: Solid Quarter Driven by Search & 
Display
Search gross revenue grew 19% in the quarter and came in ~14% better than our projections, but we 
question how sustainable this revenue is. 
9 SunTrust 05/08/2015 1Q Beat, 2Q To Take Brunt Of Salesforce 
Reorg, Thus Full-Year Guide Unchanged
Brand was the standout and particularly Search, though we caution search-marketing efforts can be lumpy.
10 Wells Fargo 05/08/2015 AOL: Revenue And OIBDA Beat; Margins 
Inline
Increased TAC in Search segment continues to point to mix shift toward lower margin search revenues. 
Brand advertising thesis intact but competitive pressures rising. AOL continues to make progress in display and 
aggressively invest in content, premium formats, video assets and broad ad tech capabilities. While we maintain 
our view that these strategic decisions has positioned AOL to capture increasing share of brand budgets, our view 
is tempered by a growing number of competitive pressures in ad tech / programmatic, video and search. 
11 Citi Research 05/10/2015 Solid Profitability Highlights 1Q The display business does not appear to be facing the same pricing headwinds as other companies in our 
space, with pricing growing double digits on both O&O and third party properties. 
12 Nomura 05/10/2015 Emphatic on Programmatic [W]e grow more confident in the sustainability of ad spend in AOL’s Brand Group.
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13 JMP Securities 05/11/2015 Operationally A Better Quarter, Full-Year 
EBITDA Guidance Unchanged; Maintain 
Market Perform Rating
[M]ost of the revenue beat this quarter came from Search and we note that Search revenue is traditionally 
volatile for AOL. ... While we are encouraged by AOL’s 1Q15 results given operational improvements post its 
restructuring activities, we continue to believe the risk/reward in shares is even at current levels and we await a 
better entry point for the stock...given the headwinds around growth and profitability, we believe shares are fairly 
valued. ... What concerns us:  3) Revenue in 1Q15 beat, primarily from Search—Search gross revenue 
grew 19% Y/Y, 14% better than our projections, as AOL ramped its search marketing efforts, although 
we question the sustainability of this growth.
14 Macquarie 05/11/2015 Search drives 1Q beat; LT transition continues The search acceleration was attributed to AOL’s SEM [Search Engine Marketing] efforts, a driver we 
view as inherently lumpy and not completely within AOL’s control in a given quarter. … AOL delivered 
solid upside in 1Q, but, given that SEM/Search was a key driver, we find it difficult to extrapolate this 
trend too far into our forward ests/model (low-single digit growth is likely a more conservative target 
here.) Despite our concerns around Search visibility, AOL’s recent moves to re-focus its brand portfolio and 
sales org while investing in LT growth opportunities around video/programmatic is a solid strategy in our view. 
We don’t expect it to yield a meaningful inflection in AOL’s consolidated financials until late 2015 (or 2016) 
however, and, given the dynamic and competitive markets AOL is targeting, the co’s transition/success over that 
timeframe is uncertain.
15 Wells Fargo 05/11/2015 AOL: With Pieces In Place, Margin Build Is 
The Question
Search revs within the Brand segment grew a surprising 28%, more than off-setting and driving 8% ex-Patch 
growth. Consequently, the share of Brand group revenues driven by Search increased materially year/year. 
This shift concerns us, as we continue to believe secular pressures on Search revs are rising and that 
dependence on Search marketing for growth could pressure the overall Brand group margin oppty. ... We 
view AOL's content strategy of migrating from a "branded house" to a "house of brands" and investment behind 
fast-growing video and programmatic buying as a strategically strong path to compete for both sides of display 
opportunity: efficiency and data focused impression buying and premium formats/video/brand integration. Our 
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Membership:
1 Goldman Sachs 05/05/2015 1Q Ad tech preview; downgrading AOL to 
Sell
In 2014, AOL generated 110% of its adjusted OIBDA from the membership group which includes access 
and subscription products, which has been and we expect continues as a declining business. The key 
debate on AOL, in our view, is whether it can grow its brand and platform businesses to sufficiently offset 
declining profitability of the membership business long term. 
2 Deutsche Bank 05/08/2015 Beat & Reiterate, Back To The Old AOL 
Cadence
The biggest issue AOL faces is declining growth in its higher margin display and subscription business, 
offset by faster growth in lower margin search marketing and 3-P network, which creates pressure on 
profitability, and is structural in our view.
3 Goldman Sachs 05/08/2015 Core challenges remain, search and 
membership drive 1Q upside
Upside was driven by increased search arbitrage and pricing in the membership group, revenue streams we 
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1 Wells Fargo 01/16/2014 AOL: Patch Put To Pasture--Adap.tv Conference Takeaways After the market close, AOL announced the transfer of the remaining Patch assets to a newly established JV with Hale 
Global, a turnaround specialist with claimed expertise in restructuring and management of tech assets. While terms of the JV 
were not revealed, AOL says it will retain a significant minority stake in the new entity. 
2 Wells Fargo 01/16/2014 AOL: Patch Put To Pasture--Adap.tv Conference Takeaways
02/07/2014 AOL: Display Progress Continues, Networks Strong
04/23/2014 AOL: Assessing AOL's Platforms Opportunity Well 
Positioned To Compete For Programmatic Share
05/08/2014 AOL: Investments Continue Despite Severe Market 
Punishment, We See Strategy On Track
08/06/2014 AOL: Strategy In Place, Execution Improving
09/29/2014 AOL: Programmatic Upfront Offers Deeper Look At AOL 
One Platform
11/06/2014 AOL: Pivoting Toward The Programmatic Opportunity
01/28/2015 AOL: Competition Rising--Downgrading To Market 
Perform
02/11/2015 AOL: Weaker Than Anticipated Guide As Investment 
Continues
05/11/2015 AOL: With Pieces In Place, Margin Build Is The Question
3 JMP Securities 02/04/2014 4Q13 Preview: Expecting Strong Results; Key Points Ahead 
of Earnings
AOL’s recent $85 million acquisition of Gravity marks the second relatively large acquisition in the last six months 
(Adap.TV for $405 million) for AOL and we will be listening for information on any additional potential investments. 
We view Gravity as highly strategic given its focus on personalization and, in our view, it displays an underlying confidence 
in AOL’s core strategy around Video, Mobile, Programmatic, and Content. 
4 Jefferies 04/15/2014 Aol Launches Premium Video Experience AOL.com Is Also Partnering with a Network of Individuals/Experts to Produce Original Content. Content will include 
health and fitness, entertainment, style, food, technology, sports and parenting. These AOL Experts represent some of the 
most informed and innovative voices in their fields, according to Aol, and will bring exclusive new content to the AOL.com 
audience.
5 Telsey Advisory 
Group (TAG)
04/29/2014 Look for Decent 1Q14 Results with Favorable Outlook;
See Strong Valuation Support Amid De-Risking; $70 PT
Still see MapQuest on the table for a strategic sale. While we believe MapQuest makes more sense to operate as part of a 
larger platform (e.g. Microsoft), the company continues to make improvements to the experience. The latest overhaul adds 
several new features, including venue tips from Foursquare, access to GrubHub, and airport status information from the FAA, 
the top queried search on the site, among others. Further, a partnership with Major League Baseball enables MapQuest to 
power mapping within the MLB.com At the Ballpark app, MLB.com, and 30 MLB team sites. Although this is not material 
to our financial outlook, we believe these developments make the asset more attractive for potential acquirers aiming 
to capture local mindshare.
6 Wells Fargo 05/07/2014 AOL: Q1 2014 Topline Beat, But Margin Disappoints AOL acquires Convertro for $101MM in cash/stock. Convertro is a leading multichannel marketing attribution and 
analytics provider. We see Convertro adding to AOL's cross platform analytics capability, a fast-growing analytics subsector 
in demand by brand advertisers. Further, we see Convertro as helping to position AOL for expansion into programmatic 
execution of linear television and other digitized media assets.
Analyst Commentary on AOL's Interest in Strategic Transactions and Acquisitions in 2014-2015
We view AOL's content strategy of migrating from a "branded house" to a "house of brands" and investment 
behind fast-growing video and programmatic buying as the best course to compete for both sides of display 
opportunity: efficiency focused impression buying and premium formats/video/brand integration. 
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7 Deutsche Bank 05/08/2014 Internet Carnage Claims Latest 1Q Victim, Risk/Reward 
Favorable
We have reduced our 2015 revenue and EBITDA by 2% and 5% respectively. Our revised $42 PT is based on an average of 
20x PE, 6x EBITDA (reduced from 7x previously) and 8% FCF yield on 2015 estimates. Key risks: the current sentiment 
meltdown across the sector, share loss in display, loss of higher margin revs, and future potential acquisitions.
8 Trefis 06/02/2014 AOL Eyes TV Video Ad Dollars With The Acquisition of 
Precision Demand For Adapt.tv
The company acquired PrecisionDemand that will be integrated into Adap.tv and AOL’s ONE advertising platform. 
Adapt.tv is one of the biggest platforms for buying inventory on digital video, and through this acquisition it has strengthened 
its portfolio for placing ads on linear TV.
9 Nomura 07/14/2014 2Q14 Preview: Continuing to Dream the Dream? What to watch for … 4) Discussion of partnership with Barcroft Media and its implications for video strategy.
10 Wells Fargo 08/13/2014 AOL: Proposed $300MM Private Offering Improves 
Balance Sheet Fundamentals
AOL announced $300MM private offering of convertible senior notes. Yesterday, AOL announced that it intends to offer 
$300MM convertible notes due 2019 in a private offering. An additional $45MM could be placed if Greenshoe option is 
exercised. The company plans to use $50MM of the net proceeds of the offering to buyback shares and the remainder 
for general corporate purposes, which may include share repurchase, acquisitions or other strategic transactions. 
Additionally AOL intends to enter into hedge transactions that could considerably increases the strike price on the convertible 
notes.
11 JMP Securities 09/30/2014 Takeaways from AOL's Programmatic Upfront; Reiterate 
Market Outperform Rating & $55 Price Target
Expanding its relationships with Publicis & Havas to include TV. AOL expanded its relationship to include linear TV 
with Publicis and Havas. For Havas, the companies announced a partnership with AOL Platforms and Affiperf, 
Havas’ digital trade desk, to use Adap.TV’s buyer platform to plan, buy, measure, and optimize a number of U.S. TV 
campaigns. For Publicis, AOL and Publicis announced that they are expanding their six-year relationship to include 
programmatic video and linear TV. ... On Friday, September 26, Starboard Value issued a press release outlining multiple 
potential alternatives for Yahoo! to improve shareholder value, and a potential combination with AOL was one of them.... 
While we believe Yahoo! likely views any combination with AOL as defensive in nature, we feel there may be merit 
in combining both businesses.
12 UBS 12/10/2014 UBS Global Media & Communications Conf.: AOL Expressed confidence in AOL Search business as they approach the end of their contract with Google in 2016.
13 Wells Fargo 01/06/2015 AOL: Reported To Be Approached By VZ According to Bloomberg, Verizon (covered by J. Fritzsche) has held informal discussions with AOL about a possible 
partnership or acquisition, though neither company has released any formal acknowledgement that discussions are 
taking place. The report suggests that AOL's content and ad tech assets are the likely driver of interest, as VZ has publicly 
declared that mobile video has become a new strategic focus with the planned launch of Multicast and OnCue internet TV 
service in 2015. While AOL has been the subject of other takeover speculation (notably repeated mention of Yahoo as 
a potential acquirer by WSJ and Forbes), we see strategic sense in a partnership and/or acquisition of AOL by VZ.
14 JMP Securities 01/06/2015 AOL Inc. (AOL): AOL's Video & Programmatic 
Capabilities Are Attracting Interest; Reiterate Market 
Outperform Rating & $55 Price Target
We reiterate our Market Outperform rating and $55 price target on AOL shares following press reports suggesting 
that Verizon has informally approached AOL on a potential acquisition or joint venture as Verizon looks to expand 
its mobile video offerings.
15 Citi Research 01/07/2015 Alert: Citi Internet, Media & Telecom Conference 
Takeaways
AOL’s search agreement with Google is set to expire at the end of 2015, but mgmt expects this partnership will 
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16 Goldman Sachs 01/08/2015 SOTP analysis; Ad tech M&A activity likely to continue A financial company like ADS coming in and buying Conversant and Verizon’s comments this past week that they 
could look to partner with media companies suggest the range of potential acquirers could be broader than we 
previously believed. ... AOL has a broad portfolio of assets, with its video and ad tech segments likely the most 
strategic. We see a range of possible outcomes from complete sale to breakup.
17 Evercore ISI 01/08/2015 A Safe Play on Video, Takeovers Aside With recent press reports that Verizon may be interested in a joint venture or potentially even a full takeover of 
AOL, we reiterate our position that AOL remains a safe way for investors to capture increasing advertiser interest in 
programmatic video, regardless of the company’s near-term takeout potential.
18 Evercore ISI 01/08/2015 A Safe Play on Video, Takeovers Aside
02/11/2015 Peeling Back the Disappointing Guide
05/04/2015 Some Math on the Ad Stack
05/08/2015 A Nice Start to 2015
19 Wells Fargo 01/28/2015 AOL: Competition Rising--Downgrading To Market 
Perform
AOL’s search agreement with Google will be up for renewal and a new round of negotiations at the end of 2015. 
While the company have maintained a successful partnership for a number of years (10+ years), we believe AOL’s 
negotiating position may be weaker than in years past, given the growing proportion of search queries coming from 
both mobile web and app. We also note that Google was willing to give up default search engine position in the 
FireFox browser, which may or may not signal Google’s decreased willingness to negotiate search contract terms 
going forward.
20 Trefis 02/02/2015 January Roundup For Internet Companies America Online (NASDAQ:AOL) has been focusing on its content and ad business in order to reduce its dependence on the 
internet subscription and content business. During the month, the company’s stocks grew by 2% due to news that 
Starboard Value, an activist hedge fund, was cajoling Yahoo to acquire it. However, the company is pursuing its 
strategy to cut cost by shuttering some of its non profitable websites. We believe selling these non-profitable websites 
is a step in the right direction as the company can focus on developing content for its premium websites such as Huffington 
Post, Engadget, etc., and invest on its programmatic platform.
21 JMP Securities 02/09/2015 Expecting a Solid Quarter Given Continued Mix Shift to 
Programmatic; Maintain MO Rating & $55 Price Target
Google (MO, $625 PT) recently updated its AdSense algorithm that limits the exposure of search engines purchasing ads 
within search results and we will be listening for any effect it has on AOL Search. IAC highlighted this issue during its 4Q14 
earnings call and subsequently guided to weakness at Ask.com for the full year and we expect AOL could guide similarly. 
We note AOL’s five-year contract with Google expires on December 31, 2015 and we will be listening for any update 
on AOL’s plans to renew this long-standing partnership.
22 JMP Securities 02/11/2015 Downgrading to Market Perform; Waiting for Investments to 
Drive Incremental Revenue Growth & Profitability
[G]iven AOL’s advanced programmatic tech stack and key content assets, such as Huffington Post, TechCrunch, and 
MapQuest, we believe there is always a chance for divestitures or acquisitions given the strength across AOL’s core 
assets.
23 Trefis 02/12/2015 AOL Earnings: Overall Revenue Improves Even As Display 
Ads Suffers Due To Shuttered Properties
Search across AOL is powered by Google. In line with our expectation, revenues from this division grew by 6% to $108.2 
million during the quarter. The growth was primarily due to an increase in queries from AOL clients as AOL was able to 
engage them successfully. Furthermore, AOL stated that its search marketing efforts helped in boosting the queries across its 
properties. As a result of these efforts, AOL’s revenue per search improved. As the company plans to build sustainable 
search products in partnership with Google, we expect that its search revenues will be stable in 2015.
Further, negotiation of future search deals may not be as favorable as the present search pact with Google, which 
would impact the value we assigned the business in the outer years.
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24 Goldman Sachs 05/05/2015 1Q Ad tech preview; downgrading AOL to Sell The most significant upside risk with AOL is it potentially getting acquired in whole or in parts. While we view a 
transaction as complex as we see no obvious buyer for the entire company, and a breakup could be complicated, 
should we see an acceleration in public-to-public M&A in ad tech or content and/or signals of an interested buyer for 
its properties, we would become more positive on the stock. Other than Conversant being acquired by ADS in September 
2014, the recent slate of acquisitions in the space have been privates. As Conversant was primarily acquired for its CRM, in 
our view, AOL has assets in video that could be valuable to several types of players in the ecosystem including cable/telcos, 
content companies, or agencies.
25 Trefis 05/06/2015 AOL Earnings Preview: Revenue Growth In Focus Search across AOL is powered by Google, which reported improvement in ad volume for its FY14 results on the back of 
better monetization of mobile search queries. AOL’s search ad revenues grew in FY14 due to a good showing from the 
enhanced campaigns program launched by Google in FY13, and the marketing effort undertaken by the company to lure more 
advertisers. Furthermore, the growth was driven as well by an increase in queries from AOL clients; key here was the success 
of AOL’s increased investment in search marketing, which succeeded in engaging users. We expect this trend to continue 
in Q1 as the company plans to build sustainable search products in partnership with Google and improve content 
across its properties.
26 JMP Securities 05/07/2015 Key Points into 1Q15 Earnings; Maintain Market Perform 
Rating
We’ll be listening for any update on the renewal of AOL’s long-term agreement with Google to power Search that 
expires at the end of 2015 and we expect this issue to increasingly move into the spotlight as the year progresses.
27 Deutsche Bank 05/08/2015 Beat & Reiterate, Back To The Old AOL Cadence We have largely maintained our estimates for 2016. Our price target of $45 (previously $44) is based on an average of 16x 
PE, 6x EBITDA and 7.5% FCF yield on 2016 estimates. Downside risks are further downward estimate revisions and 








Source Date Article/Report Title Commentary
1 New York Post 06/05/2010 AOL Shares Up On Microsoft Rumors AOL shares jumped 1.3 percent amid a strong sell-off on rumors the company could be entertaining the 
idea of doing more than a search deal with Microsoft. ... SiliconAlleyInsider.com floated the possibility of 
talks between the two going much further. The article did not quote anyone specifically but suggested, "a 
source familiar with Tim and AOL's strategic thinking suggests that an outcome of these negotiations 
could be AOL's sale to Microsoft." One top tech banker backed that theory, telling The Post: "Microsoft has 
been thinking about making an acquisition of this size and in this space. It would not be a shock if this 
was true."
2 Financial Times 09/01/2011 Privatisation Rumours Send AOL Shares Higher Shares in AOL are up sharply since Friday on reports that the internet access and content company 
could be poised to go private or be acquired. Reports that the company has huddled with bankers to explore 
a sale to a private equity firm were followed by speculation that the company could sell its dial-up internet 
access business, which accounts for about half the company's $1.7bn market capitalisation.
3 Dow Jones 
International 
News
09/09/2011 AOL Sounding Yahoo Out On Possible Merger - Bloomberg AOL Inc. (AOL) Chief Executive Officer Tim Armstrong is talking with advisers to Yahoo Inc. (YHOO) 
about possibly merging the companies, Bloomberg News reported Friday citing two people familiar with the 
matter. Armstrong is gauging Yahoo response on options for combining the two Internet companies, the people 
said, according to Bloomberg. He has talked with private-equity firms and investment bankers from Allen & 
Co. working with Yahoo, one person told Bloomberg.
4 TechCrunch 09/11/2012 AOL CEO Tim Armstrong: ‘I’ve Never Talked To Marissa 
[Mayer] About Merging AOL And Yahoo’
Well, that’s that then. All the talk a while ago about AOL possibly merging with Yahoo is officially off the 
table for now, according to AOL’s CEO Tim Armstrong. “I’ve never talked to Marissa [Mayer, the new CEO 
of Yahoo] about merging AOL and Yahoo,” he said, speaking at the TechCrunch Disrupt conference in San 
Francisco today. Nor did he deny that it was something that had been discussed with previous CEOs of 
the embattled Internet search and ad company.
5 New York Post 07/12/2014 YOU’VE GOT ALE! AOL and Yahoo! Bigs Go till Last 
Call
Yahoo! CEO Marissa Mayer might be looking to strike some deals with AOL - or maybe she was just 
reminiscing with an old pal. Either way, tongues were wagging at the Allen & Co. mogulfest Thursday night 
when the tech exec had a long private chat with AOL Chief Executive Tim Armstrong at the Duchin bar. ... A 
Yahoo!-AOL merger has been rumored for years, including reports in 2010 that [AOL CEO Tim] 
Armstrong talked with then-Yahoo! CEO Carol Bartz.
6 Nomura 02/06/2014 Adap.tv Drives Upside to 4Q Ad Estimates
05/07/2014 Higher Expenses Drive Margin Miss
05/14/2014 What Mattered to 1Q Internet Earnings
08/06/2014 Huffing and Puffing
11/06/2014 Respectable Revenue, but Modest OIBDA Miss
Public Speculation Surrounding AOL as an Acquisition Target
AOL possesses much strategic value, and while we would not recommend shares solely based on a 
consolidation thesis, AOL could be an acquisition target at some point.
Highly Confidential
104
Source Date Article/Report Title Commentary
Public Speculation Surrounding AOL as an Acquisition Target
7 BGC Financial 09/18/2014 AOL OPTIONS – POSITION FOR A POSSIBLE AOL 
AND YAHOO TIE-UP
Shares of AOL (NYSE: AOL, $41.89) are trading near the mid-point of a 52-week range that includes a high 
reached on January 16, 2014 of $52.54 and a low reached on October 9, 2013 of $32.71. Investors may seek to 
have upside exposure to shares of AOL for two reasons, 1) the company is heading into the seasonally stronger 
December quarter and 2) post the Alibaba IPO, there is a possibility that Yahoo may seek to deploy its 
cash by pursuing AOL as an acquisition target. While AOL may not seem like a flashy target, there is 
considerable overlap between the two businesses that may make a tie-up compelling. Using Bloomberg 
consensus 2015 revenue estimates of $4.4B for Yahoo and $2.8B for AOL, acquiring AOL could accelerate 
Yahoo’s revenue by over 60%. With a market capitalization of $3.3B, AOL may prove to be a tempting target
8 Trefis 09/19/2014 Week In Review: Google, Yahoo, AOL, Yelp America Online (NASDAQ:AOL) has been focusing on its ad business in order to reduce its dependence on the
internet subscription and content business. However, the company’s stocks soared unexpectedly on 
Thursday on speculation that Yahoo might look to acquire it once Alibaba, Yahoo’s associate, is through 
with its ADR listing. AOL’s stock traded close to $44 last week.
9 Dow Jones 
Institutional News
09/26/2014 In Yahoo Battle, Starboard Returns to Familiar Territory It was easy to dismiss the surge in AOL Inc.'s stock price last week as just another chapter in the long-
winded rumor of Yahoo Inc. one day buying or partnering with the Internet portal. On Friday, that 
rumor received yet another push. Activist investor Starboard Value LP said it has taken a significant 
stake in Yahoo and has pushed the Internet giant to explore a potential tie-up with AOL. In a letter, 
Starboard said a potential combination of Yahoo's core search and display businesses with AOL could improve 
Yahoo's competitive position. Such [a] deal could also yield $1 billion in cost synergies, the activist said.
10 Cowen and 
Company
09/29/2014 AOL/YHOO Deal Potential On Friday, activist hedge fund Starboard publicly sent a letter to YHOO’s board of directors to 
consider strategic alternatives, including merging with AOL. Our early take is that there appears to be a 
number of synergies combining the entities (cost, platform, potential tax efficiencies). ... AOL shares should 
benefit from the speculation essentially providing downside protection for the time being (5.3x ’15E 
EV/EBITDA).
11 JMP Securities 09/30/2014 Takeaways from AOL's Programmatic Upfront; Reiterate 
Market Outperform Rating & $55 Price Target
Expanding its relationships with Publicis & Havas to include TV. AOL expanded its relationship to 
include linear TV with Publicis and Havas. For Havas, the companies announced a partnership with 
AOL Platforms and Affiperf, Havas’ digital trade desk, to use Adap.TV’s buyer platform to plan, buy, 
measure, and optimize a number of U.S. TV campaigns. For Publicis, AOL and Publicis announced that 
they are expanding their six-year relationship to include programmatic video and linear TV. ... On 
Friday, September 26, Starboard Value issued a press release outlining multiple potential alternatives 
for Yahoo! to improve shareholder value, and a potential combination with AOL was one of them. 
Specifically, Starboard believes a combined AOL and Yahoo! (YHOO, MP) could result in $1 billion in cost 
synergies from cost savings in Display and corporate overhead. While we believe Yahoo! likely views any 
combination with AOL as defensive in nature, we feel there may be merit in combining both businesses.
12 Nomura 09/30/2014 AOL Pushes into Programmatic TV Buying We note that as programmatic becomes a larger portion of overall ad impressions, AOL may become an 
attractive acquisition target for a larger internet or media company, given synergies from its advertising 
technologies and branded sites, not to mention reduction in operating costs.
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13 New York Post 10/03/2014 Yahoo! no issue: AOL Speaking publicly Thursday for the first time about renewed calls for his company to merge with 
Yahoo!, AOL Chief Executive Tim Armstrong dismissed the hubbub as a "non-factor" for the Web 
portal. "I'm not spending a lot of time thinking about it," Armstrong told the crowd at Advertising Week in 
New York. "AOL is a sideshow to that whole situation," he said, referring to a Yahoo! activist investor's saber-
rattling.
14 The Washington 
Post
11/12/2014 What would it look like if Yahoo and AOL merged? Two shareholders from Yahoo reportedly met with AOL chief executive Tim Armstrong to plead with 
him to explore a merger. AOL and Yahoo both declined to comment on the report, but it's hard not to wonder:
what would a combined AOL and Yahoo actually look like? It's easy to think of any such union as being merely
a partnership between two formerly great tech companies on the decline. But there's been a lot of chatter in 
the past about the possibility of an AOL and Yahoo merger because -- at least on paper -- the companies 
look as if they have the complementing qualities to form an online advertising powerhouse.
15 Bloomberg 
Business
01/05/2015 Verizon Said to Approach AOL for Possible Takeover, 
Venture
Verizon Communications Inc. is exploring a potential acquisition or joint venture with AOL Inc. to help 
it expand mobile video offerings, people with knowledge of the matter said. The wireless carrier hasn’t 
made a formal proposal to AOL, and no agreement is imminent, said the people, who asked not to be named 
because the discussions are private. Speaking at a conference today, Verizon Chief Executive Lowell 
McAdam said the company isn’t having “significant acquisition discussions” and is more interested in 
partnerships with media companies and content providers, rather than buying them.
16 Wells Fargo 01/06/2015 AOL: Reported To Be Approached By VZ According to Bloomberg, Verizon (covered by J. Fritzsche) has held informal discussions with AOL about a 
possible partnership or acquisition, though neither company has released any formal acknowledgement that 
discussions are taking place. The report suggests that AOL's content and ad tech assets are the likely driver of 
interest, as VZ has publicly declared that mobile video has become a new strategic focus with the planned 
launch of Multicast and OnCue interent [sic ] TV service in 2015. While AOL has been the subject of other 
takeover speculation (notably repeated mention of Yahoo as a potential acquirer by WSJ and Forbes), 
we see strategic sense in a partnership and/or acquisition of AOL by VZ. 
17 JMP Securities 01/06/2015 AOL's Video & Programmatic Capabilities Are Attracting 
Interest; Reiterate Market Outperform Rating & $55 Price 
Target
We reiterate our Market Outperform rating and $55 price target on AOL shares following press reports 
suggesting that Verizon has informally approached AOL on a potential acquisition or joint venture as 
Verizon looks to expand its mobile video offerings ... By partnering with Verizon, we believe AOL could 
accelerate its mobile penetration, although we note that AOL reported 220M users in 3Q with greater 
than 50% of those users consuming AOL’s content from mobile devices. Similarly, we believe Verizon 
could benefit by offering AOL’s content to its users while benefiting from AOL’s advanced 
programmatic advertising solutions.
18 Goldman Sachs 01/08/2015 SOTP analysis; Ad tech M&A activity likely to continue A financial company like ADS coming in and buying Conversant and Verizon’s comments this past 
week that they could look to partner with media companies suggest the range of potential acquirers 
could be broader than we previously believed.
19 Evercore ISI 01/08/2015 A Safe Play on Video, Takeovers Aside With recent press reports that Verizon may be interested in a joint venture or potentially even a full 
takeover of AOL, we reiterate our position that AOL remains a safe way for investors to capture 




Source Date Article/Report Title Commentary
Public Speculation Surrounding AOL as an Acquisition Target
20 Bank of America 01/09/2015 AOL 2015 Year Ahead AOL stock performance continues to be driven by activist pressure to merge with Yahoo or other M&A-related 
news, including the potential deal with Verizon (per press). While we view the Starboard proposed $1.0-1.5 
billion in annual expense savings as a positive, merging the two companies does not make strategic sense in 
our view because Yahoo and AOL are in similar situations – both are trying to build a mobile ad 
platform. ... There could be a stock price decline in the event of a no-deal scenario with Yahoo or 
Verizon. Yahoo indicated that it would communicate its tax savings plan by its earnings call on 1/27, 
which should provide clarity on the potential merger with AOL.
21 The San Francisco 
Chronicle
01/20/2015 Internet companies teeter on the brink Whether it wants to or not, AOL perpetually finds itself on the speculative selling block. New York 
hedge fund and activist investor Starboard Value, which owns stakes in both Yahoo and AOL, has been 
urging Yahoo to purchase AOL. And now Verizon is rumored to be interested in acquiring AOL or 
forming a joint venture.
22 Dow Jones 
Institutional News
01/27/2015 Yahoo's Mayer Talks Spinoff Planning and Dismisses AOL 
Deal
While Mayer delivered on a tax-free spinoff of Alibaba along the lines of what Starboard has suggested, 
she remains opposed to the investor's other proposal to explore a potentially cost-saving tie-up with 
online-ad rival AOL. For AOL, Mayer said, "we don't see a particularly accretive contribution. I do 
think that we have some skepticism around the synergies that are being posited." She said Yahoo is only 
considering large mergers if they contribute to one or more of its four fastest-growing businesses -- mobile, 
video, native ads and social -- areas the CEO has now started calling MaVeNS. "For any acquisition of size we 
would be interested in what they bring to MaVeNS," Mayer said.
23 Trefis 02/02/2015 January Roundup For Internet Companies America Online (NASDAQ:AOL) has been focusing on its content and ad business in order to reduce its 
dependence on the internet subscription and content business. During the month, the company’s stocks grew 
by 2% due to news that Starboard Value, an activist hedge fund, was cajoling Yahoo to acquire it. 
However, the company is pursuing its strategy to cut cost by shuttering some of its non profitable 
websites. We believe selling these non-profitable websites is a step in the right direction as the company 
can focus on developing content for its premium websites such as Huffington Post, Engadget, etc., and invest 
on its programmatic platform.
24 Goldman Sachs 05/05/2015 1Q Ad tech preview; downgrading AOL to Sell The most significant upside risk with AOL is it potentially getting acquired in whole or in parts. While 
we view a transaction as complex as we see no obvious buyer for the entire company, and a breakup 
could be complicated, should we see an acceleration in public-to-public M&A in ad tech or content 
and/or signals of an interested buyer for its properties, we would become more positive on the stock. 
Other than Conversant being acquired by ADS in September 2014, the recent slate of acquisitions in the space 
have been privates. As Conversant was primarily acquired for its CRM, in our view, AOL has assets in video 
that could be valuable to several types of players in the ecosystem including cable/telcos, content companies, or 
agencies.
25 New York Post 03/10/2015 Starboard 'lists' to Yahoo!, drops AOL push The activist hedge fund pressing Yahoo! for change is no longer insisting the Web portal merge with 
AOL. In addition to dropping that demand, Starboard Value CEO Jeff Smith praised Yahoo! CEO Marissa 
Mayer's plan for a tax-free spin-off of its stake in Alibaba as "a good first step," according to his third letter to 



















May 12, 2014 - June 22, 2015
Sources: Bloomberg L.P.; 14D-9;  AOL Analyst Reports
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Public speculation of Verizon-
AOL talks surfaces 
1-Year Pre-Announcement:
High (1/8/15) - $49.62
Low (6/5/14) - $35.92
3-Month Pre-Announcement:
High (5/8/15) - $43.42 
Low (4/1/15) - $38.45
Pre-Announcement Close (5/11/15) - $42.59
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Latest 12-Month AOL Price Targets by Analysts Leading Up to Deal
May 8, 2015 - May 11, 2015
Price Target Difference Between Discounted and Undiscounted Price Target Discounted at 10.5% Cost of Equity
Notes: All price targets reflect analyst estimates after AOL reported Q1 earnings on May 8 but before the  announcement of the Transaction.   Wells Fargo lists an estimate range of $42-$44; the 
midpoint ($43) is reported in this chart.  Price targets for CLSA and Monness Crespi are per FactSet.  Price targets are generally 12-month targets; of the 20 analysts in this table, 13 explicitly state the 
target is 12-months, 6 are unclear  or  reports were unavailable, and are assumed to be 12-month targets.  Only Trefis explicitly stated it does not report a price target but rather an estimate of the 
"intrinsic value of the current stock price."  As such  I excluded Trefis from the calculation of median price target, and did not discount its estimate.  CRT Capital, Cantor Fitzgerald, CLSA, Evercore 





Median 12-month price target = $47.00  








Completed Acquisitions of Public US Targets
Announcement Date: May 11, 2012 - May 11, 2015
Transaction Value: $1 Billion - $5 Billion
Two Two
One Day Five Days Weeks 30 Days Months 90 Days
Min -23.7% -25.5% -28.9% -30.5% -30.3% -24.9%
25th Percentile 12.2% 16.6% 17.5% 20.6% 19.6% 20.4%
Median 24.6% 25.5% 25.3% 30.1% 30.3% 36.1%
Mean 29.8% 32.2% 32.9% 39.7% 38.9% 48.7%
75th Percentile 37.2% 38.3% 37.5% 45.7% 45.2% 53.3%
Max 238.9% 255.1% 279.3% 377.6% 303.6% 306.6%
AOL Transaction 17.4% 25.6% 25.1% 26.8% 26.6% 8.3%
% of All Transactions with Premia 
Lower than AOL 33.6% 50.4% 49.6% 36.0% 39.5% 6.5%
Source: FactSet Mergers.
Notes:











# % of Total # % of Total
All Transactions
     Total Transactions 128 117
     Auction [C] 44 34.4% 35 29.9%
Transactions between $1 Billion - $3 Billion
     Total Transactions 96 88
     Auction [C] 33 34.4% 35 39.8%
Transactions between $3 Billion - $5 Billion
     Total Transactions 32 29
     Auction [C] 11 34.4% 8 27.6%
Source: FactSet Mergers
Notes:
[A] Sample consists of 128 completed acquisitions of US public targets between $1 billion and $5 billion 
announced between May 11, 2012 and May 11, 2015.
[B] Sample consists of the 117 transactions within [A] that involved a strategic acquirer.
[C] An auction is defined by FactSet Mergers as "[a transaction whereby] the target company engaged an 
investment bank to actively solicit acquisition proposals from prospective acquirers via an organized process. Once 
the target has selected the best proposal, the companies will enter into a merger agreement or the acquirer will 
commence a tender offer."








Weighted Average Cost of Capital



















[A] [B] [C] [D] [E] [F] [G] [H] [I]
AOL Using 5-Year Monthly Data [J] 2.92% 6.19% 0.86 8.24% 4.97% 40.0% 2.98% 13.68% 7.52%
AOL Using 2-Year Weekly Data [K] 2.92% 6.19% 1.39 11.52% 4.97% 40.0% 2.98% 13.68% 10.35%
AOL Using 2/3 2-Year Weekly, 1/3 5-
Year Monthly [L] 2.92% 6.19% 1.21 10.42% 4.97% 40.0% 2.98% 13.68% 9.41%
Concluded Result 10.50% 9.50%
Notes and Sources:
[A] 20-year Treasury yield as of 6/23/15 per Federal Reserve H.15 Selected Interest Rates at https://www.federalreserve.gov/datadownload/Choose.aspx?rel=H15.
[D] = [A] + ([B] x [C]).
[F] A tax rate of 40% is used per Fairness Opinion at 27.
[L] Beta in [C] calculated as ([J] * (1/3)) + ([K] * (2/3)).
[B] Ibbotson long-horizon expected equity risk premium (supply-side) from 1926-2014 per Ibbotson SBBI, 2015 Classic Yearbook. Market Results for Stocks, Bonds, Bills, 
and Inflation, 1926-2014  158 (2015).
[C] 5-year monthly raw beta and 2-year weekly raw beta as of 5/11/15 for AOL using the S&P 500 index per Bloomberg L.P. Data as of 5/11/2015 are used because returns 
after 5/11/2015 will reflect effects of the merger announcement. Bloomberg L.P. calculates its monthly returns using stock prices on the last trading day of each month and 
weekly returns using stock prices on the last trading of each week. I note that calculating returns using Bloomberg's stock price data for AOL and S&P 500 index, but going 
back weekly and monthly from 5/11/2015 (which is a Monday) yields a 5-year monthly beta of 1.320 and a 2-year weekly beta of 1.276. 
[I] = ([D] x (1 - [H])) + ([G] x [H]). 
[E] Pre-tax cost of outstanding debt, calculated using LTM interest expense as of 3/31/2015 divided by principal of total debt including capital leases as of 3/31/2015 per AOL
10-Q at 12, 24 and 31, and AOL 2014 10-K at 90.
[H] AOL’s debt-to-capital calculated as the principal amount of AOL’s total debt including capital leases of $528.8 million as of 3/31/2015 divided by the sum of AOL’s 
market capitalization of $3,336.6 million as of 5/11/2015 (the last trading day before announcement of the Transaction) and the principal of AOL’s total debt including capital 
leases as of 3/31/2015.  $528.8 million ÷ ($3,336.6 million + $528.8 million) = 13.7%. Share price of $42.59 on 5/11/2015 per Bloomberg L.P., basic shares outstanding of 
78.3 million as of 5/4/2015 per AOL 10-Q at cover page, and debt of $528.8 million per AOL 10-Q at 24 and 31.








Weighted Average Cost of Capital per Advisors and Analysts






Allen & Company [A] 5/11/2015 10.0% 11.0% 12.0%
Guggenheim [B] 5/1/2015 8.3% 9.3% 10.3%
LionTree [C] 5/11/2015 8.0% 9.0% 10.0%
Panel B: Analysts
Cantor Fitzgerald [D] 5/8/2015 14.0%
Citigroup [E] 5/10/2015 9.0%
Credit Suisse [F] 5/8/2015 11.0%
Jefferies [G] 5/8/2015 8.0% 10.4% 12.0%
Needham [H] 5/11/2015 10.2%
Advisor/Analysts WACC Range 8.0% - 14.0%
Median 10.3%
Notes and Sources:
[C] Per VZ-00069111 at tab "WholeCo DCF." File last modified on 5/11/15.
[D] Cantor Fitzgerald, Jockeying for Position in Programmatic/Mechanized World; Maintain BUY , May 8, 2015, at 8.
[E] Citigroup, Solid Profitability Highlights 1Q , May 10, 2015, at 3.
[F] Credit Suisse, Benefit From Programmatic Tailwinds Continue , May 8, 2015, at 6.
[H] Needham, Investing in the Future , May 11, 2015, at 7.
[A] Per Fairness Opinion at 24. Note that Allen's calculated WACC range was 10.5% - 11.6% per Fairness Opinion at 27, and 24 but 
the range used in its DCF valuation was 10.0% - 12.0%. Using 10.5-11.6% would raise the median WACC.
[B] VZ-0007849-912 at 907 (Decker Deposition Exhibit 19). Note that Guggenheim did not perform a WholeCo DCF valuation but 
only reported an "illustrative discount range." I understand Guggenheim testified that its analysis of AOL was not a standalone 
valuation. Guggenheim also had an additional calculation where a "WACC Size/Liquidity Premium" was added. The resulting low 
and high WACC are 9.5% and 11.5%.  Excluding Guggenheim's discount rate as "illustrative" or using the 9.5% - 11.5% range 
would raise the median WACC.







Estimates of Long Term Nominal GDP Growth
As of June 23, 2015
Expected Expected Expected
Time Real GDP Inflation Nominal GDP
Source Period Growth Rate Growth Rate Growth Rate
[A] [B] [C]
Panel A: Inflation Measured by Consumer Price Index
[D] Congressional Budget Office 2020 - 2025 2.20% 2.40% 4.60%
[E] Budget of US Government 2024 2.30% 2.30% 4.60%
[F] Blue Chip Economic Indicators 2024 2.30% 2.30% 4.60%
[G] Livingston Survey 2015 - 2025 2.50% 2.20% 4.70%
[H] Energy Information Administration 2013 - 2040 2.40% 2.00% 4.40%
Median 2.30% 2.30% 4.60%
Notes and Sources:
[C] = [A] + [B].
[G] Research Department, Federal Reserve Bank of Philadelphia, Livingston Survey , 3 (June 10, 2015).
[H] U.S. Energy Information Administration, Annual Energy Outlook 2015 , 3-4 (April 14, 2015). Reference Case (i.e. Base Case) figures were 
used.
[D] Congressional Budget Office, The Budget and Economic Outlook: 2015 to 2025 , 30 (January 26, 2015).  Note that this source reports a 
nominal GDP growth rate of 4.2% using a GDP price index for inflation.







WholeCo DCF Valuation Inputs
May 1, 2015 - May 11, 2015 [A]
Range of Selected Perpetuity
Source Date WACC  WACC Growth Rate
1 Allen & Company [B] 5/11/2015 10.0% - 12.0% 11.0% 6.6%
2 Cantor Fitzgerald 5/8/2015 14.0% 14.0% 2.0%
3 Citigroup [B] 5/10/2015 9.0% 9.0% N/A
4 Credit Suisse 5/8/2015 11.0% 11.0% 1.5%
5 Guggenheim [C] 5/1/2015 8.3% - 10.3% 9.3% N/A
6 LionTree [B] , [D] 5/11/2015 8.0% - 10.0% 9.0% 3.0%
7 Jefferies 5/8/2015 8.0% - 12.0% 10.4% 3.5%
8 Needham 5/11/2015 10.2% 10.2% 1.0%
Range 8.0% - 14.0% 9.0% - 14.0% 1.0% - 6.6%
Average 10.5% 2.9%
Median 10.3% 2.5%
Sources: Fairness Opinion at 24; ALLEN_00030067 at tab "WholeCo DCF (Old CF)"; Cantor Fitzgerald, Jockeying for Position in 
Programmatic/Mechanized World; Maintain BUY , May 8, 2015, at 8; Citigroup, Solid Profitability Highlights 1Q , May 10, 2015, at 3; Credit 
Suisse, Benefit From Programmatic Tailwinds Continue , May 8, 2015, at 6; VZ-0007849-912 at 907 (Decker Deposition Exhibit 19);  VZ-
00069111at tab "WholeCo DCF," file last modified on 5/11/15; Jefferies, Strong Quarter Ahead of Expectations , May 8, 2015, at 6; Needham, 
Investing in the Future , May 11, 2015, at 7.
Notes: 
[A] Latest reported estimate prior to announcement of the Transaction. 
[C] Guggenheim reported an "illustrative" WholeCo WACC but did not perform a WholeCo DCF. Selected WACC is the midpoint of the 
WACC range reported.  Guggenheim also did not report a WholeCo perpetuity growth rate.  
[B] Analyst/advisor used terminal EBITDA multiple method. Growth rates are implied rates reported by the analysts/advisors. Allen implied 
perpetuity growth rate per ALLEN_00030067 at tab "WholeCo DCF (Old CF)."  Citigroup did not provide enough data to calculate an implied 
perpetuity growth rate.  LionTree implied perpetuity growth rate per VZ-00069111at tab "WholeCo DCF."
[D] LionTree used a 3.0% perpetuity growth rate when calculating a terminal multiple based on perpetuity growth method. LionTree also 
disclosed an implied perpetuity growth rate of 1.8% based off the terminal EBITDA multiple used in their valuation. If LionTree's 1.8% implied 







Present Value of Tax Attributes
2015 2016 2017 2018
NOLs Used [A] 141 137 0 0
Plus: GBC Credit Used [B] 0 48 26 11
Plus: AMT Credit Used [C] 0 0 12 0
Total Tax Credits Used [D] 141 185 38 11
Savings from Tax Credits @ 35% Tax Rate [E] 49 65 13 4
Plus: Tax Savings from Amortization [F] 17 19 19 -11
Total Tax Savings [G] 66 84 32 -7
Present Value of Tax Savings @ 9.5% WACC [H] 34 76 27 -5
Total Present Value of Tax Savings [I] 131
Notes and Sources:
[A], [B], [C], [F] per ALLEN_00030067 at tab 'PV of Tax Attributes'.
[D] = [A] + [B] + [C].
[E] = [D] * 35%.
[G] = [E] + [F].
[I] Equals the sum of the entries in row [H].
[H] Per ALLEN_00030067 tab 'PV of Tax Attributes' after changing the WACC to 9.5%, and the Valuation Date to 6/23/2105.  2015 value is prorated for the portion of the year 







Calculation of Diluted Shares Outstanding
(in Millions, Except Per Share Values)
Input Figure
Share Price [A] $44.85
Basic Shares [B] 78.7
Outstanding Options [C] 5.0
In-The-Money Options (i.e. strike < $44.85) [D] 5.0
Weighted Average Strike Price of In-The-Money Options [E] $21.59
Proceeds Received from Strike Price of In-the-Money Options [F] $108.9
Repurchased Shares from Option Proceeds [G] (2.4)
RSUs/RSAs/PSUs/SPSUs [H] 3.7
Fully Diluted Shares Outstanding [I] 85.1
Notes and Sources:
[A] Share price is assumed to equal the mid-point valuation from DCF.  See  Exhibit N.
[B], [C], [H] Per AOL00227520 at tab 'Total Fee'.  These figures are as of June 22, 2015.
[D], [E] Per AOL00227520 at tab 'AOL Dilutive Results_m20150622'.
[F] = [E] * [D].
[G] = -[F] / [A].







Discounted Cash Flow Analysis
As of June 23, 2015
(in Millions, Except Per Share Values)
2015E 2016E 2017E 2018E Normalized
Revenue [A] $2,591 $2,844 $3,250 $3,721
EBITDA [B] $507 $569 $638 $716 $716
D&A [C] $194 $212 $234 $197 $142
SBC [D] $66 $84 $91 $81 $81
Taxable EBIT [E] $247 $273 $313 $438 $493
Unlevered Taxes (40%) [F] $99 $109 $125 $175 $197
Net Operating Profit After Taxes [G] $148 $164 $188 $263 $296
Plus: D&A [H] $194 $212 $234 $197 $142
Plus: SBC [I]
Less: Increase in Working Capital [J] $76 $86 $96 $134 $34
Less: Capital Expenditures [K] $112 $122 $124 $142 $142
Unlevered FCF [L] $154 $167 $201 $184 $261
Unlevered FCF for Discounting [M] $81 $167 $201 $184
Period End Date [N] 12/31/15 12/31/16 12/31/17 12/31/18
Discount Period [O] 0.26 1.02 2.02 3.02
Discount Factor [P] 0.98 0.91 0.83 0.76





[A] Per ALLEN_QP00030067 at tab "WholeCo DCF (Old CF)."
[B] Per ALLEN_QP00030067 at tab "WholeCo DCF (Old CF)." Normalized EBITDA set to 2018E.  
[C] Per ALLEN_QP00030067 at tab "WholeCo DCF (Old CF)." D&A normalized to equal Capex. 
[D] Per ALLEN_QP00030067 at tab "WholeCo DCF (Old CF)." Normalized SBC set to 2018E.
[E] = [B] - [C] - [D].
[F] = [E] x 40%.
[G] = [E] - [F].
[H] = [C].
[I] SBC treated as cash expense.
[L] = [G] + [H] - [J] - [K].
[Q] = [M] x [P].
[O] Discounting convention per ALLEN_QP00030067 at tab "WholeCo DCF (Old CF)" and "PV of Tax Attributes."
[J] Per ALLEN_QP00030067 at tab "WholeCo DCF (Old CF)." Normalized increase in working capital calculated as median 
percent change in net working capital to change in revenue from 2016 to 2018 * (2018 Revenue * perpetuity growth rate). Assuming 
higher levels of working capital in the terminal period will result in lower cash flows and lower concluded values.
[K] Per ALLEN_QP00030067 at tab "WholeCo DCF (Old CF)." Normalized Capex set to 2018E. 
[M] 2015E prorated for 6/23/15 to 12/31/15.





Discounted Cash Flow Analysis
As of June 23, 2015
(in Millions, Except Per Share Values)
Terminal Free Cash Flow [A] $270 Implied Purchase Price Per Share
WACC [B] 9.50% Perpetuity Growth Rate
Perpetuity Growth Rate [C] 3.25% $44.85 3.00% 3.25% 3.50%
Terminal Value [D] $4,315 9.00% $47.31 $48.73 $50.27
Discounted Terminal Value [E] $3,280 9.50% $43.68 $44.85 $46.11
Sum of Discounted Cash Flows [F] $538 10.00% $40.57 $41.54 $42.58
Total Enterprise Value [G] $3,818
Less: Total Debt [H] $529
Less: Minority Interests [I] $9
Plus: Cash [J] $404 Implied Terminal EBITDA Multiple
Plus: Tax Attributes [K] $131 Perpetuity Growth Rate
Implied Equity Value [L] $3,815 631.1% 3.00% 3.25% 3.50%
Shares Outstanding [M] 85.1 9.00% 6.6x 6.8x 7.1x
Implied Price Per Share [N] $44.85 9.50% 6.1x 6.3x 6.5x













[A] Normalized [L] from p. 1 of exhibit * (1 + [C]).
[B] See  Exhibit H.
[C] See  discussion at ¶¶ 51-54.
[D] = [A] / ([B] - [C]).
[E] = [D] discounted to 6/23/15 at [B].
[F] = Sum of [Q] from p. 1 of exhibit.
[G] = [E] + [F].
[L] = [G] - [H] - [I] + [J] + [K].
[N] = [L] / [M].
[J] Equals cash plus asset held for sale as of May 31, 2015 per AOL00258558-92 at 61 minus minimum cash balance of $150 million per 
AOL00002429-98 at 61-62 (Dykstra Deposition Exhibit 2).  Per the AOL 10-Q, the asset held for sale applies to an April 22, 2015 
agreement “to sell 65 acres of land located in Virginia for approximately $24.2 million in cash….[which is] expect[ed] to close…in the 
second quarter.”  AOL 10-Q at 30.  Given that the cash value of the land is $24.2 million, I have included the full amount of $24.2 million 
rather than the $16 million reflected in the assets held for sale line.
[O] = (([D] x ((1 + [B])^0.5)) / Terminal EBITDA from p.1 of exhibit). See, e.g., Joshua Rosenbaum and Joshua Pearl, Investment 
Banking - Valuation, Leveraged Buyouts, and Mergers & Acquisitions 160 (2d ed. 2013).
[H], [I] Total Debt and Minority Interests per Fairness Opinion at 20.
[K] See  Exhibit L.
[M] See  Exhibit M.
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